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ANY BUSINESS IS AN ART 


M \NY schools this June are graduating young men for “business ad 
ministration, and these young men are trained to look upon the operating 
of a business as a “science.” Yes, perhaps it is, perhaps the approach to 
running a business is scientific. ‘There’s nothing wrong with the attitude 
except that it, all by itself, is so terribly inadequate. Running a business 
is like living a life, and you don't live a life simply by a set of rules. You 
nie physiologically, biologically, re socially, morally, scientifically, 
and vet living a life is essentially an art, and so is running a business. 

The young man graduate in tae administration may ask the olde: 
successful businessman how he built the business, how he made it bigger 
and better. If the businessman wants to spin a yarn, he will say that he 
followed certain rules, as he doubtless did, and he will find it easy to give 
such a version, because the rules and the steps are tangible. But if th« 
businessman wants to be honest, he can say truthfullv that he tried som« 


things which failed, and others which succeeded. He will admit that he 


“felt” his way along. He imagined, he dreamed. Even some of his pip« 
dreams materialized. He also had luck, but in most cases the luck cam. 
out of grabbing the opportunities that came along, instead of letting them 
pass on by. ‘The successful businessman does not claim that at certain 
points he was an artist, but that’s about what he was. 

Running a business is complicated. You've got to make something 
worthwhile, or something that people think is worthwhile. You've got 
to sell it. You've got to get along well with the people who do the work 
all up and down the line, and recognize that employes are cooperators in 
the enterprise. You've cot to keep books to record what 1S gong On 
within the business, and between the business and the customers. Each 


of these operations 1s more OF less scientific. but as for the operation a 


(continued on inside back cover) 


W. M. Kipepuincer, Editor 


] N Ly N SOON Al STIN H. Kip! INGI R A 
Managine Editor kixecutive Editor 
4. 4 

ae ~ W. RANDOLPH BRIAN BROWN CLARE? 

sst. \fanageine Edttor irt Director Senior 

* sah ak ¥ . 
ukus ran: fone ation HERBERT L. BROWN [R., Assoctate kditor 
Bs Sentor Staff Editors: THOMAS DRAKI DURRANCE, MAURICE ENGI 
KIPLINGER Staff [:ditor HoL_MES ALEXANDER, RAYMOND C. BRECHT, EI 
MAGAZINE Scott Hart. Toun W. Hazarp. REG INGRAHAM, WESLEY McCvu: 
EUGENE RACHLIS. STEPHEN RAUSHENBUSH., 
Contributt Fe ditos KENT BaKkeR. E. H. Bootusy,. GEORGE B. BRYANT JR., ROBE! 





Ss ~- 


Oyeprlasre,¢ ‘ 


Ld Ae TT: 





N OTES of the Times 


YOU DRIVE a car with eyes ahead, 
looking close-range for ruts and stones and 
other hazards, also looking long-range for 
the curve in the distance that indicates 
slowdown, or for the straightaway of which 
to take advantage. Short vision, long 
vision, both at the same time. 

You drive a business the same way. 
Right now you are looking close ahead for 
the hazards of recession, for they are the 
ruts and the stones to be dodged by a bit 
of nice steering. If you see them and steer 
right, you are in better shape for the long 
look ahead. 

This country has a lot of work to do 
between now and the early 50’s. There 
are things to be made in great volume, and 
services to be rendered, also in great vol- 
ume, for our own people and other peoples 
in other lands. Business will be active. 
It’s the straightaway, beyond the ruts of re- 
cession. Good driving requires the long 
look and the short look—both, simultane- 
ously. 


EMPHASIS in this Magazine has been 
on the short look, the temporary recession 
that is ahead. Some people do not like 
this. They prefer to see only the good, 
the cheerful. They resent the bad news. 
They think that if no one says anything 
about ruts and other hazards, there won't 
be any ruts and hazards. The trouble 
with this attitude is that the driver is 
thrown off balance by the ruts when he 
hits them after refusing to see them. 


REMEMBER back to 1929? Early in 
that year many economic sophisticates saw 
that the stock market was going wild. 
Those who said so were called “pessimists.” 
By the middle of 1929 production began to 
decline, and it was a definite sign of re- 
cession. But those who said so were 
branded as lacking in imagination, lacking 
in appreciation of what was called’ the 
“new era.”” Nevertheless, the stock market 
busted and business went into a tailspin, 
the worst depression in history. 

So once again we put in a plug for better 
driving, with the short look and the long 
look, both at the same time. 


ECONOMISTS are often called the- 
orists, and they are. They are sometimes 
called back seat drivers, and unfortunately 
this is too much true. What is needed is 
to throw them out as back seat drivers. 
Some of them should be thrown out of the 
car. Others should be brought up to the 
front seat, where they can help drive. 

Actually this is being done increasingly 
from year to year. The big corporations 
are bringing economists into their policy 
making groups. ‘They are ceasing to re- 
gard the theoreticians as ornaments, and 
are making them into vtilitarian workmen. 


THE GOVERNMENT itself has set up 
such a bedy, called the Council of Eco- 
nomic Advisers. It watches the economic 
weather, suggests ways to duck storms. 

The economic recommendations are 








available to Congress, and Congress has a 
committee to consider them and to do 
something about them if it wishes. Last 
winter the Council reported that prices 
were dangerously high. (Now they are 
higher. ) 

The committee of Congress, headed by 
Senator Taft, did nothing at that time, but 
is doing something now in June. It is tab- 
ulating questionnaires and arranging hear- 
ings. If these are worthwhile in June, they 
would have been doubly worthwhile last 
winter. The legislators seem a bit like fire- 
men who stand around until the seats of 
their pants catch fire. 


A SALESMAN of our acquaintance ob- 
served that the trouble with too many 
businessmen to whom he sells goods is that 
they try to get rich on every sale. 


THE BUYERS’ market is mentioned 
often in print as something to be feared 
by the makers and sellers of things. This 
is true for the short pull, but for the long 
pull it is quite the contrary. The manu- 
facturers and sellers of things do not exist 
for themselves, but as servers of the cus- 
tomers, the people. 

To satisfy the customers is the founda- 
tion of good business. To give the cus- 
tomers a chance to pick and choose—this 
will strengthen the foundations of busi- 
ness. Failures and bankruptcies are unfot- 
tunate for those who suffer in them, but 
they are an unavoidable part of the process 
of strengthening the foundations for the 
years ahead. 

More power to the buyers’ market. It 
is unwholesome only for those who have 
not done their jobs well. It is part of the 
de-weeding process. 


THE ENOCH PRATT Free Library of 
Baltimore reports that in 1946 the demand 
for business books went up 37 percent over 


the previous year. 
You can’t learn business out of books, 


but there are people who persist in think- 
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ing you can, and wouldn’t it be odd if they 
turned out to be right, after all? 


- JOSEPH was among the first to recog- 
nize the economic merit of storing food, 
and now comes Admiral Byrd with a more 
modern suggestion that the Antarctic 





might be suitable for storage of food sur- 
pluses. The disturbing detail about this 
is the thought that the icebox would be 
subject to raids by prowling nations, 
equipped with armies, navies and other ice- 
box unlatchings. 


IF YOU HAVE a little light you don’t 
crack your shins against the table leg in 
the dark. That goes for everyone, even 
peoples of Europe. They need light in 
the form of information about what’s go- 
ing on in the world, especially here. 

If would be nice if private agencies could 
supply the light, but they don’t get into 
the darkest parts of Europe, and so it be- 
comes properly a function of government. 
True, the government might not do it so 
well as the private agencies, but informa- 
tion via government is better than no in- 
formation at all. The people who are 
against appropriations for the State De- 
partment to spread information through 
the world seem very shortsighted. These 
people will deepen the dark, increase the 
chances for the cracking of shins and later 
cracking of skulls, including our own skulls. 


NOW is the time that all good men 
start aggressive talk about how this is the 
year they really ARE going to travel to dis- 
tant fast waters to catch cutthroat, steel- 
head and other rare fish: This year as usual 
99 out of 100 are talking flapdoodle. 

All this dreaming of far, fast waters is 
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kept alive by an avalanche of stories and | 


articles about the joys of sheer remoteness. 
The impression conveyed is that no man 
can fish fewer than 500 miles from home or 
with any less preparation than goes into an 
African safari. 

Yet there are game fish—bass particular- 
ly—swimming within striking distance of 
almost every American town. Many thous- 
ands of businessmen fish for these nearby 
fish. on the basis of leaving home in the 
morning and being back by night. Thou- 
sands more could do it. Three such trips 
can cost as little as a day of golf. And 
almost any resourceful man can get his 
wife’s permission to be absent from home 
for 12 hours. He may even get her au- 
thority to use his car for the day. 


STANDARD HOLIDAYS with pay are 
creeping into the union settlements with 
employers. It’s a move toward putting the 
daily wage earner on a comparable basis 
with the salaried employe, and toward fill- 
ing the 4th of July with picnics and pay. 


CAPTAIN BOYCOTT, who lived in 
Ireland, and Captain Lynch, who lived in 
Virginia, both contributed to the English 
language. Now comes Massachusetts, do- 
ing her bit for the years to come, when a 
special cut-price sale may be known as a 
newburyport. 


TRUST-BUSTING might be expected 
to be one of those things that would re- 
main fixed in cost while others soar or 
drop as they like. Not so. One can't 
even be a friend of the chief trust-buster 
these days without feeling inflation. Four 
years ago when Thurman Arnold te- 
signed as head of the Anti-trust Division 
of the Depaztment of Justice, his friends 
threw a testimonial banquet for him at 
$3.50 per plate. Last month, at the same 
hotel, the friends of Wendell Berge, who 
succeeded Arnold, asked other friends 
to attend the same kind of dinner. But 
this time the price was $5.50. 
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THROUGH the U. S. Chamber of 
Commerce, the business community is 
launching a program of “American Op- 
portunity.” ‘There certainly can be no 
harm, and there can be some good, in a 
program to inform the public at large 
about the working of our industrial sys- 
tem. But the program planners had better 
take care not to make it a pollyanna pic- 
ture of American enterprise. A program 
which frankly recognizes some shortcom- 
ings and problems will be more persuasive 
than a smug picture of accomplishments 
that leaves no room for the big job that 
remains to be done. 


JUSTICE MURPHY of the Supreme 
Court recently was a passenger in an auto- 
mobile whose driver was arrested by a 
Washington policeman for making an im- 
proper turn. 

Next day the Justice returned to the cor- 
ner where the arrest occurred and re- 
opened friendly argument with the. police- 
man who made the arrest. Justice Murphy 
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arguec that a person can’t be deprived of 
liberty for committing a misdemeanor. The 
policeman said the local law provides that 
a policeman can arrest a person for a mis- 
demeanor if the offense occurs in the cop’s 
presence. Examination of the local law 
revealed that the cop was nght, a fact 
which is rather pleasing. The majestic, 
awesome Associate Justice of the Supreme 
Court of the United States went down to 
ignominious defeat in the great realm of 
the law as she is daily spoke and broke. 


PEOPLE who are not parents die 
younger, statistically, than people who are 
parents—so we read in a magazine article— 
and it is one of the things we simply can- 
not understand in these days of the Lone 
Ranger and bubble gum. 











The Victous Circle of 











LUMPS have hit this country 27 times 

since 1834. This does not include the 

two great, stagnating depressions of 

the 1870’s and 1930's, or the new 
slump now hard ahead. 

Out of this extensive and painful 
experience we have learned that: 
& The slump problem requires, at 
the very least, the kind of full and 
formal national attention now be- 
ing applied by the Council of Eco- 
nomic Advisers, set up under the Employ- 
ment Act of 1946. 
b> Slumps are hard to see coming, but they 
do have some identifiable symptoms. 
> Slumps are even harder to prevent, but 
some things can be done by individual 
businessmen, on their own initiative, to 
help prevent them. 

Broad, national attention to a slump is 
necessary because a slump itself is always 
broad in scope. It is essentially a big and 
vicious circle that embraces all industries, 
sweeping them up in a chain reaction. It 
is a widespread getting-out-of-balance that 
doesn’t get corrected in time to maintain 
the generating power of the economy. 

The difference between a slump, or 
recession, and a mere “readjustment” is 
more than a matter of degree. In a read- 
justment, one or two lines of business are 
knocked out of kilter, but the effects are 
confined. There is no general chain reac- 
tion. 

A slump feeds on itself—keeps spreading 
throughout the economy. It can engulf 
the healthiest of industries. If production 
drops in the ABC industry, its men are 
unemployed, their income disappears and 
they can no longer be customers of the 
XYZ industry. 

A slump can start at any point. It can 
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meer these seems to have started 
chain reaction. Once it has 
started, fear psychology can acceler- 
ate it. But the reaction can be touched 
off even in optimistic times. 

From previous experience with reces- 
sions we have learned that they have cer- 
tain identifiable symptoms. Some of these 
symptoms are: 

High prices: To say that prices are too 
high does not get into the question of 
whether the seller thinks they are fair. It 
means that prices are beyond the reach of 
consumers’ present or predictable ability 
to buy things in the quantities produced. 
Or, that the prices of one industry may be 
out of line with all others. 

In calculating how long prices will stay 
lodged at levels regarded as too high, there 
are several factors to consider. A current 
factor is the legislation requiring the gov- 
ernment to support prices on most farm 
commodities through 1948. Profit levels 
also are important. When net profits of 
industry are running considerably above 
the long-run rate of earnings they are fairly 
sure of being headed for a puncture. 

But high prices, even though an impor- 
tant sign of coming recession, don’t always 
mean that recession is inevitable. Some- 
times it is possible for prices to be cut in 
an orderly manner, beginning at the pro- 
ducer’s end of the distribution system, with 
subsequent cuts being made down the line 
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to the consumer. In this way goods in the 

pipelines can be disposed of at the price 
that was paid for them, plus a profit, be- 
fore new goods are received. 

If price cuts are forced by the consumer, 
each businessman up the line takes a lick- 
ing on his inventory. Moreover, if each 
thinks that another cut is coming, enough 
panic may set in to cause merchants to 
throw their inventories on the market in a 
frenzied effort to salvage a little something. 
Such dumping is a symptom of real trouble 
ahead. 

Inventory pile-ups: In reading the in- 
ventory cards there are several fairly stand- 
ard signs of coming recession that may be 
seen. Among them are disappearance of 
backlogged orders, shorter periods for de- 
livery of goods from the next man in the 
pipeline, low quality of goods on hand, and 
over-extended credit both to customers and 
from suppliers. It is also a bad sign when 
a sizable chunk of production starts going 
into warehouses, as excess inventory, in- 
stead of moving rapidly through the pipe- 
lines into consumers’ hands. 

One of the most dangerous signs is ac- 
cumulation of inventory at the consumer’s 
end of the pipelines—on the retailer’s 
shelves. ‘This condition demonstrates that 
the saturation point has been reached. It 
signals the beginning of backing-up and 
clogging in the pipeline. 

Decline in purchasing power: The single 
most important indication that saturation 
has come—and that a slump is imminent 
—is a decline in purchasing power. ‘This 
does not mean a mere dropping off in the 
amount of cash in buyers’ pockets or the 
amount of average wages earned per week. 
“Purchasing power” is more complex. Its 
chief component is real wages, which is 
the worth of a person's income at present 
prices. When real wages drop, regardless 
of what is happening to total payroll fig- 
ures, business is likely to slow down. 
However, a chance remains that there will 
be enough investment activity—such 
as industrial and residential con- 
struction—to buoy up the economy. 
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Purchasing power often seems to be 
greater than it really is because it can be 
stretched by the consumer’s use of credit. 
People ordinarily buy an automobile or 
furniture on a down payment plus a prom- 
ise to pay. Thus credit creates business for 
some merchant at the moment, but these 
consumers’ obligations must be paid off be- 
fore other major purchases can be made. 
So a lot of purchasing power is no bulwark 
against slump if credit is a big part of that 
purchasing power. 

A sure sign of falling purchasing power— 
and hence of a slump threat—is an increase 
in that part of the consumer’s budget 
which has to go for the bare essentials— 
food, clothing and shelter. When prices 
of these are abnormally high, the signal for 
a sharp fall in other lines of consumer 
goods is clear. 

Perhaps the most reliable sign of falling 
purchasing power is an increase in unem- 
ployment. The drop will be more serious 
if the national volume of savings—rainy 
day purchasing power—is low. 

What can an individual businessman do 
to prevent what all these signs indicate will 
happen? In other words, what can he do 
to help himself? 

The problem is similar to that of public 
health. A man who does not get vac- 
cinated is likely to get a disease himself 
and also spread it to others, until an epi- 
demic is raging. It is 
easier to prevent a re- 
cession than to cure 
one and it is easier to 
cure in the first stage 
than in a later one. 

This is why the 
Council of Economic 
Advisers recommend- 
ed so strongly at the 
beginning of this year 
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that prices should be shaved as quickly as 
possible to bridge the gap between supply 
and purchasing power. Moderate price cuts 
not only maintain a steady flow of busi- 
ness but they build the goodwill that is so 
necessary year in and year out, particularly 
in the lean years. 

Another prudent step to take in the pre- 
slump stage is to adjust inventories. ‘The 
guiding principle should be flexibility. 
The amount of goods on hand should be 
allowed to range between a minimum and 
a maximum, rather than be pegged under 
a fixed ratio. Within this range, a busi- 
nessman should exercise caution in placing 
his orders—caution as to price, quality and 
a firm delivery date. In this way he can 
help himself without letting his adjustment 
become a shock to those around him. 

In the face of a recession each business- 
man must tailor his prices to consumers’ 
pocketbooks. He can squeeze some cuts 


out of the waste and inefficiency that go 
with the boom usually preceding a slump. 

A wise businessman will start weeding 
out his weak accounts as soon as a slump 
seems at all likely. He will emphasize 
courtesy and service to the accounts strong 
enough to be kept. If his own credit line 
is thin, he will strengthen it by making 
payments from cash assets. 

Then, too, he will devote more study to 
changes that may affect the market for his 
products—new uses, new packaging, shifts 
in population, research and advertising. 

If all these steps are taken gradually 
when the symptoms of recession are first 
evident—and if enough businessmen take 
them—there need be no feeling that the 
bottom is dropping out of all markets. 

Businessmen need to face the facts and 
think clearly. It is equally foolish to dis- 
regard storm signals or to rush to the life- 
boats merely because a blow is coming. 


Tieswap: A No vel Idea Spreads Fast 


Bernard Kreshtool, 27, watched women buying neckties for men that most men wouldn’t 
wear. This, he believed, had been wastefully going on since the first man adorned his neck. 
And it was an abandoned problem until Bernard told his brother Jake, 28, about a simple solu- 
tion. They called it ““Tieswap” and it’s a nation-wide business now. 

Clients send them six unwanted ties and a dollar. Tieswap sends back six ties, from other 
clients, all cleaned, pressed and neatly wrapped. ‘Tieswap’s receiving center is Wilmington, Del., 
P.O. Box 547. The workshop is the Kreshtool home. The only collaborator is a laundry. Says 
Bernard: “Mother is bewildered but tolerant.” 

Once a Utah undertaker wanted black ties. Tieswap brightened his day with some black 
ones from the navy. “We got,” says Bernard, “some ties from a man in Moscow, Idaho. We 
send him a red one and he sends it back saying it isn’t funny. We exchange it for blue stripes 
and he’s satisfied. We send the tie with the Moscow label to a Connecticut lady and she gives 
it to her husband saying it was something she picked up from the Russians at Lake Success.” 

Two categories of people send in the worst ties. These are preachers and Baltimoreans. 
The Kreshtools’ current 2300 clients provide a study in tastes geographically. ‘The East Coast, 
excluding Florida, inclines to conservative foulards and wools. Florida wants flash. ‘Taste in 
the Central States, excluding Michigan and Texas, is conservative. “We've got a big college 
student clientele in Michigan,” Bernard reveals. “They like their ties wild as hell.” 

Texans send in hand-painted ties and Tieswap sends them to other Texans. “They like 
them but we don’t,” Bernard says. Mountain and West Coast states share the bright tastes 
of Florida. 

Six of every 100 clients send in bows and want bows back. “A gum-tape mogul always 
dictates a forwarding letter and his ties come with complete duplicate shipping invoices,” Bernard 
says. 

. Despite his brainchild’s growing weight, Bernard, a navy flier for four-and-a-half years, will 
enter dentistry. But he leaves things mighty neatly tied for Jake. 

“Tieswap is certainly going to keep operating,” says Bernard. 
Hell yes.” But then Jake interposed: 

“One thing we worry about is how you'd stop this business if you wanted to.” 


“Are we making a go of it? 
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FOW LER McCORMICK 


Pioneer of Lower Prices 





AST spring, when the na- 
L tion started debating 
whether prices could be cut, 
one industrialist had no 
doubt where he _ stood. 
Fowler McCormick,  chair- 
man of the board of the In- 
ternational MHarvester Co., 
put in categorically: “Any 
price is too high if it can be reduced.” 

McCormick was not playing with words. 
His huge company announced price cuts 
amounting to an estimated 20 million dol- 
lars a year on 163 basic items. ‘To prove 
that this reduction wasn’t merely a token 
or a bookkeeping trick, Harvester pub- 
lished detailed figures on what the cuts 
would mean to each of its many widely 
dispersed customers. 

Its largest selling farm tractor was cut 
$125, about 11 percent. The next most 
popular model went down $74. ‘The auto- 
matic pickup hay baler was reduced 
$75, the self-propelled combine, $122.50. 
Twelve models of trucks were cut by $50 
to $300. And so it went. 

On a number of the items, Harvester 
noted, demand would exceed supply for 
months ahead. If so, why the reductions? 
In the first place, said the company, “there 
is nothing more important to this country 
than to lower the prices of the goods that 
people buy.” Second, the people had in- 
sisted that the government get out of price 
control, placing the responsibility “where 
it belongs—in the hands of business and 
industry.” 

The government was happy about the 
way McCormick picked up the ball, as it 
had been a little earlier when Henry Ford 
II cut prices on nine models from $15 to 
$50. But few other leaders stepped up to 
accept the challenge. When the steel in- 
dustry dashed cold water on hopes that it 
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might pare prices, McCor- 
mick stood out as the biggest 
believer in lowering prices 
before they HAD to be 
lowered. 

McCormick denied that 
consumer resistance to the 
old prices, competition from 
other manufacturers, or fear 
of a recession caused his company’s bold 
action. What he was trying to do, he ex- 
plained, was to break a vicious circle of 
rising prices, profits and wages. 

“The only way to break a vicious circle,” 
McCormick said, “is to break it. In plain 
words, do something about it yourself.” 

There is room for thinking that what 
McCormick did involved no great sacrifice. 
Harvester profits are high. Net income 
computed against invested capital was 4.6 
percent in 1946, a comfortable figure even 
though not so high as in the five years 
previous. Return to stockholders recently 
was upped from 65 cents to $1 quarterly. 
So the owners of the business have not 
been suffering. 

Moreover, McCormick certainly did not 
make his cut for charitable reasons. He 
made it ostensibly to push the spiral of 
inflation down by 2o million dollars, an 
objective just as desirable for Harvester as 
for everybody else. McCormick’s move 
also will put Harvester in an excellent com- 
petitive position in whatever kind of times 
follows these—not that Harvester needs 
much help here. It does about half of 
the world’s farm implement business. 

But Harvester can stand some help in its 
public relations. It long has been a target 
of anti-monopoly talk and its industrial 
paternalism has long been an irritant to 
the national unions and their sympathizers. 
So the price cut undoubtedly was worth 
millions of dollars in favorable publicity, 
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part of the value of which is attested by a 
mammoth book of recent clippings in Mc- 
Cormick’s office. This publicity will soften 
the spectacle of the giant, controlled by a 
wealthy family, astride his domain. 

Nonetheless, no matter what his motives 
were or what he gained, McCormick vol- 
untarily did cut prices when the country 
was begging for just such leadership. 

Fowler McCormick took over the empire 
in 1941, just as the war and the CIO hit 
the company in full force. At the age of 
42, he was on a spot. Though he had 
spent 16 years in various departments of 
the company, starting in overalls when he 
was personally worth millions, he was re- 
garded with the suspicion that greets any 
crown prince. 

So far as the outside world knew, Mc- 
Cormick’s main interests were music and 
psychology. ‘The grandson of John D. 
Rockefeller, oil magnate, and Cyrus Hall 
McCormick, founder of the implement 
business, would have to prove that he had 
more than money on the ball. 

McCormick started building his proof in 
the manufacturing end 
of the enterprise, then 
worked in engineering, ac- 
counting and sales. He 
did branch business in 
Nebraska, was sales man- 
ager for the northwest 
area, and became a vice 
president in charge of for- 
eign sales. By 1938 he 
was in charge of all manu- 
facturing operations of the 
company. Three years later he was elected 
president. 

The war did not affect Harvester so 
much as it did many other big manufac- 
turers because the U. S. needed two of 
Harvester’s main products: trucks and farm 
machinery. ‘Thus the company never con- 
verted completely, although it also turned 
out aircraft cannon, half tracks, shells and 
torpedoes. By V-] Day Harvester already 
was back up to 80 percent of its normal 
civilian production. In the first year of 





peace its sales ran over 482 million dollars, 
more than 100 million above its previous 
peacetime high. 

In mid-1946, McCormick was made 
chairman of the board. John L. McCaf- 
frey, his veteran team-mate, was put in the 
presidency. But the board chairmanship 
at Harvester is no mere inflated title. No 
one doubts that McCormick steers the 
company. Nor does anyone doubt that he 
takes his work seriously. | 

But beyond that he remains something 
of a puzzle. A clipped mustache punc- 
tuates his man-of-distinction look, though 
his clothes are on the lounge side, rather 
than the impeccable. He likes to contem- 
plate Lake Michigan from his window as 
he talks, but there is a sternness in his con- 
duct of daily affairs, He is much in de- 
mand as a speaker, yet he speaks a lan- 
guage not wholly accepted where business- 
men gather. He refuses to deliver a writ- 
ten address because such preparation robs 
him of fluency and persuasiveness. 

Nor is there anything stereotyped about 
his message. For example, in May of 1945 
he told a meeting of the 
Investment Analysts Club 
of Chicago that an indus- 
trial organization is also a 
social institution. “The 
days of companies run in 
the sole interests of stock- 
holders are past,” he de- 
clared. McCormick some- 
times qualifies this theme 
by adding that there is a 
point in the size of a com- 
pany at which it becomes a social institu- 
tion. Whatever that point is, he believes 
that Harvester has passed it. 

To amplify the theme, McCormick talks 
about three groups: stockholders, employes 
and consumers. He has two basic ideas 
about them. First, they are interrelated. 
Second, any company must operate with 
great flexibility so that it can distribute the 
fruit of production among them equitably. 

The plight in which McCormick saw his 
company (and others) early this year was 
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of national or, at least, regional TSS a 


the steel and automotive industries, it has 
to watch wages and prices in those indus- 
tries. So Harvester, and other businesses, 
tend to drop into a lock step. McCormick 
sees this pattern as becoming too rigid. 

What we need, he says, is “a more flexi- 
ble way of distributing the gains of produc- 
tivity among employes, stockholders and 
customers than decreasing prices or raising 
wages.” To illustrate, raising wages all 
around the country at a given time helps 
the employes at that time, but it may put 
individual companies in a hole. 

McCormick admits he doesn’t know yet 
just what to do about this ngidity. 

For employes, he likes the idea of some 
kind of fund from which they can benefit 
without merely copying the pattern of 
bargaining in other areas. For consumers, 
he is very interested in something he can’t 
yet describe but which would be similar to 
the patronage dividends of cooperatives. 

The fact that McCormick cannot lay a 
blueprint of this on his desk is an impor- 
tant facet of his nature. 

His ideas are not pat, not doctrinaire. 
The nearest thing he has to a line is along 
that of the Committee for Economic De- 
velopment, of which he is a trustee and an 
important “spark plug.” 

This constructive attitude stems from 
both his basic optimism and his feeling of 
industrial responsibility. ‘The price action 
fits right into these characteristics. Under 
OPA, Harvester got increases of 15 percent 
in its prices and was refused another boost 
just as price control died. Last fall, with 
OPA out of the picture, Harvester upped 
prices g percent. But about six months 
later it had accepted President Truman’s 
challenge to business to control itself. 
Harvester’s prices are still not back to the 
pre-war level, but whose are? 

Of more significance, Harvester’s cuts 
came right in the midst of wage negotia- 
tions and before anyone knew what would 
happen in steel, the bellwether on wages 
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and ina ars. 
steel inc ~~ 18 
make a pritg@er : 
Cormick _ look me 
better. But he uN 
have looked silly- 

he knew it. He mig 
have had to restore the 
old prices. 


In announcing the siz- 
able reductions, McCor- 
mick told a press con- 
ference that there were 
three conditions to his 
program. ‘There must be 
no general work stop- 
pages; Harvester’s sup- 
pliers must not raise 
prices; wage talks with 
its Own 85,000 workers 
must be settled on a “reasonable” basis. 

A few weeks after the announcement 
McCormick seemed safe on all counts. 
Most spectacular, he signed new wage 
agreements giving a 15 cent increase. 
Only a few days before, General Electric 
had granted the same wage increase, but 
it had also raised prices 7 percent. 

McCormick is not without pride over 
having broken his vicious circle with this 
economic shock treatment. He knows that 
it will offset some of the talk he has heard 
most of his life about International Har- 
vester using its dominant position to stifle 
competition in the implement industry. 

True or not, McCormick has put a 
reverse twist on the charge. His latest ex- 
ample of price leadership stands squarely 
on a healthy competition. His text for it 
might well have come from one of his 
statements last fall to a group of bankers. 

“There has been a broad change in the 
responsibility of management,” he said. 
“It is no longer important what we say 
about our private enterprise system . . 
it’s what we do about it.” 
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THE HIGH COST OF COFFEE 


Big-scale manipulations and government maneuvers help inflate prices 





MERICANS drink around 200 million 
cups of coffee a day—almost a cup- 
and-a-half for everybody, including babies. 
The habit is now costing them more than 
ever before, and it’s likely to keep on being 
costly for several years. 

A pound of coffee that sold for 20 cents 
before the war and 30 cents last July now 
costs 50 cents. For this expensive state of 
affairs coffee-drinkers can thank (1) a ter- 
tific drop in South American coffee produc- 
tion coupled with a terrific rise in North 
American consumption; (2) the reluctance 
of both coffee growers and retailers to give 
up their wide margin of profit; and (3) 
price and supply manipulations along with 
the economic and political maneuvering 
of a dozen governments, including ours. 

Coffee’s emergence into the 
near-luxury class is a story reach- 
ing back almost two decades. In 
the early 30’s Brazil, which sup- 
plies 56 percent of our coffee, 
piled up huge stocks. To halt 
a ruinous drop in prices, the 
Brazilian government between 
1931 and 1940 bought up and 
burned 70 million bags-full. It 
also restricted new plantings. 
Many plantations were abandoned. ‘The 
country’s coffee tree population fell from 3 
billion in 1935 to 2.2 billion in 1945. 

Meanwhile the U. S. was developing an 
unprecedented thirst for coffee. Part of 
this was because people could spend more, 
part because of increased patronage of res- 
taurants, where 67 percent of the checks 
include at least one cup of coffee. 

The great American thirst was also partly 
due to efforts of the Pan-American Coffee 
Bureau, set up in 1937 by the U. S. and 
nine coffee countries. Its suasive ads 
showed beautiful women and handsome 
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men sipping coffee and plainly loving it. 
Another Bureau brainstorm was the “Cof- 
fee Song.” 

The song coyly conceded that “there’s 
an awful lot of coffee in Brazil.” But such 
was no longer the case. Even while U. S. 
imports in 1946-47 increased about one- 
third the pre-war annual of 13,900,000 bags, 
Brazil’s production was further cut by two 
years of frost and one of drouth. 

This drop had a profound effect: for the 
first time in many years supply and demand 
were in approximate balance. ‘That alone 
would have set the stage for Imgher prices, 
but other events had already lent a hand. 

With the big European market (11 mil- 
lion bags) shut off by the war, coffee grow- 
ers had begun competing for the one re- 
maining big customer, the U. S. 
The price of green coffee per 
pound had plunged to seven 
cents in 1940, and Latin Amer- 
ica faced economic ruin. ‘The 
State Department, viewing 
sound economic conditions to 
the south as essential, joined 14 
Latin American countries in an 
Inter-American Coffee Agree- 
ment. It gave each country a 
share of the U. S. market based on past 
shipments. ‘Total imports were fixed at 
15,900,000 bags to bring supply and de- 
mand into reasonable relationship. 

Overnight prices started up. Stocks 
were held back in expectation of still high- 
er prices. By March 1941 U. S. armed 
forces were having trouble getting enough 
green (raw) coffee. ‘The State Depart- 
ment, the coffee countries and the OPA 
fixed on a price roughly double the earlier 
one. The newer figure struck virtually all 
interested parties as satisfactory. 

But submarine attacks soon shut off cof- 
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fee supplies and forced the U. S. into ra- 
tioning. Coffee growers, then getting 13.4 
cents a pound, knew that without controls 
prices would zoom astronomically. They 
began a long, aggrieved campaign for fur- 
ther rises. Pressure continued after the 
subs had been licked, shipments improved 
and rationing abandoned. 

This pressure largely took the form of 
holding back stocks. And there was no 
surplus. The growers held the whip hand. 

A sort of routine then evolved. The 
State Department would protest to Brazil. 
Because the U. S. controlled shipping and 
loans, Brazil would release some coffee. 
Every time the market threatened to slip 
away, the growers would relent a little and 
some coffee would move north. The OPA 
also came through with a three-cent-per- 
pound subsidy. 

U. S. importers rarely received the grade 
of coffee they paid for; it was usually sev- 
eral grades below. In due course the con- 
sumer swallowed it. 

Despite a further eight-cent-a-pound 
price advance during the July-August OPA 
hiatus the growers did not really get what 
they were after until OPA died. Up went 
prices. Although the Brazilian government 
no longer officially operated in setting cof- 
fee-export prices, it still controlled the 
movement of coffee into its ports—a devas- 
tating if indirect way of controlling prices. 

By last March the green coffee price was 
28 cents a pound (four times the 1940 
price). Retail prices passed 50 cents. 

For the U. S. retailer had also played 
a part in the higher-price game. During 
OPA he had been permitted a 17 percent 
markup. After OPA, as one member of the 
trade described it: “Retailers figured those 
markups had been ordained by God, and 
they’re hanging on to ’em.” 

Coffee prices were also driven up by 
fancy packing. ‘The tins in which many 
brands are packed cost five cents each. 
Coffee sold in paper bags, and with simple 
methods of distribution, is about 10-cents- 
a-pound cheaper. 

When coffee prices passed 50 cents a 
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pound, consumers contin- ner 


ued to buy, although they oe 
grumbled. Anticipating 
sales resistance, American 
coffee people feel that prices 
are now “too high.” But Brazil, Co- 
lombia (which supplies 25 percent of our 
coffee) and other coffee countries blandly 
say that, in view of increased costs, prices 
are “fair.” 

The Colombian Coffee Federation has 
announced that, if New York wholesale 
prices drop below 2834 cents a pound, it 
will hold its coffee off the market until 
prices return to that point. Brazilian grow- 
ers are forming a federation with appar- 
ently similar aims. 

These methods may get a workout soon. 
April saw the first real break in wholesale 
coffee prices. It had become increasingly 
obvious that coffee couldn’t go much high- 
er. And the amount of money needed to 
finance coffee purchases had doubled. 
Many big firms ordered their coffee depart- 
ments to reduce purchases, and the trade 
began hand-to-mouth buying which was 
felt all the way down to Santos, Brazil's 
chief coffee port. 

Nervously watching New York, the No. 
1 outlet for her No. 1 export (and our 
leading import), Brazil frantically went to 
work on a “defense formula.” Brazilians 
blamed the market break on speculators, al- 





. though some admitted that inferior grades 


ought to be removed from the market. 

But men in the trade say that, despite 
such occasional market sags, prices will 
stay up. For one thing, the demand is 
still high, and as Europe recovers, the de- 
mand will be still higher. 

Only tremendous overproduction could 
drive prices down to rock bottom again, 
and no such thing is in sight. Coffee grow- 
ing can be increased on a large scale only 
by planting new trees. But it takes a tree 
five or six years to bear. 

Prices may slide some from recent peaks, 
but the prospect is that the American cof- 
fee drinker will go on for three or four 
more years paying a stiff price. 
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OLD FOLKS 


The aged—millions of them—pose a grim, growing problem 
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OU too will grow 
old. And you may 
become senile. 

The first of these facts 
is unpleasant to most of 
us, and the second is 
shocking. But facing 
them in time is less dis- 
tressing for the individual than what can 
happen in an unprepared old age. For the 
community, the state and the nation, fore- 
thought is essential to save vast misery. 

Old-age problems will affect more and 
more of us in the future. Census Bureau 
figures make it clear that America’s average 
age is rapidly rising. ‘The death rate is go- 
ing down. The birth rate, except for a 
war-boom, has been dropping for a long 
time. By 1980, about 20 million of an ex- 
pected population of 164 million will be 
65 years of age or over. 

Yet not nearly enough is being done to 
care for the aged who cannot keep homes 
of their own. Private care is usually expen- 
sive and not always good. Public programs 
for the most part are haphazard and 
pitiably insufficient. 

More and better institutions, both pub- 
lic and private, would help, although that 
would be only a partial solution. Certainly 
mere increase in total facilities, without im- 
provement, would only make more old 
people a little less miserable. Many old 
people will do almost anything to avoid 
going to an institution. Here are a few 
good reasons: 

In many public homes for the aged today 
the mentally ill share quarters with normal 
old people. Most public homes are 
crowded and provide few or no outlets for 
mental and physical energy. Some are in 
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condemned buildings, without fire- 
proofing or even a fire alarm system. 
Many lack adequate medical services, serve 
badly cooked food and maintain unsanitary 
toilet facilities. Occasionally, old people are 
needlessly committed to mental hospitals 
because of the lack of other institutions. 

Many public homes for the aged main- 
tain only dormitory wards. Happy old 
couples have been tragically separated 
simply because no provision was made for 
housing married people. Budgets are often 
miserly. In one instance, county commis- 
sioners turned down a request for false 
teeth from 58 residents of the county 
home, and provided a secondhand meat 
slicer instead. 

Not all our communities have bad rec- 
ords in this respect. Some do provide 
decent surroundings and adequate care for 
the indigent aged. But too many offer 
homes which have been officially termed 
“indescribably filthy and unsanitary,” 
“abominable,” “a hellhole,” and whose in- 
mates are said (again by government ofh- 
cials) to be treated “worse than criminals.” 

There are also privately run old people’s 
homes. Some are better than the public 
institutions; some are even worse. Cost 
frequently keeps out all but the well-to-do. 
Some private homes are limited to mem- 
bers of religious groups, and these are often 
among the best. Many require that ap- 
plicants be in perfect health. Few offer 
a program beyond custodial care. 

Admission fees for private institutions 
start at nothing for some charity cases, but 
go as high as $2000 or more for others. 
Most of them require that an applicant 
bequeath his entire wealth to the institu- 
tion in return for a life membership. The 
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home then provides everything else in- 
cluding pocket money and burial costs. 

Specialists in the care of the aged say 
that, although public institutions for the 
elderly will always be needed, better ways 
of caring for many old people are already 
available. ‘They recommend foster homes 
and boarding houses, which can be oper- 
ated at relatively low cost and make useful 
community projects. 

Foster homes are particularly good for 
old people who need little care but find 
solitary housekeeping burdensome.  Ar- 
rangements of this sort have been tested 
successfully in Cleveland and elsewhere. 
Average terms in most cities are about $45 
per month. 

In a foster home old people have both 
companionship and freedom to follow their 
own interests. ‘This arrangement works, 
however, only when the family is congenial, 
tolerant and really willing to welcome the 
newcomer into the home group. Given 
these conditions, even old people with 
mild mental problems can be safely cared 
for in foster homes. 

In a boarding home, many old people 
are located under one roof. Each has a 
separate room, but there are group recrea- 
tions. Usually the boarders manage the 
house on a democratic basis, but an active 
supervisor is desirable. Non-profit board- 
ing houses are usually within the means of 
those who get only small old-age benefits. 

Good state administrations license and 
supervise foster and boarding homes, and 
see that adequate medical services are sup- 
plied. More of such accommodations will 
certainly be necessary as our aged popula- 
tion increases. 

Public housing units for the aged have 
been built in many European cities, but 
we have shown no disposition to follow. 
Such units should have a place in any 
comprehensive U. S. housing program. 

Semi-public organizations like the 
Community Service Society of New 
York provide private living quarters cost- 
ing from $20 per month for a single 
furnished room to $35 for doubles. 
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Light, gas, heat, refrigerator and laundry 
are included. There is a roof garden, a 
cafeteria and a common meeting room. 
A group of modern cottages at Roosevelt 
Park, N. J., each with its own garden, is a 
model development for the aged. It 
charges only $6 per month for a single per- 
son, $8 for a couple. But these enterprises 
are relatively rare in America. 

If facilities for reasonably healthy old 
people are not sufficient, we are even less 
prepared to take care of those whose age 
is attended by physical ailments or senile 
psychosis. 

Mental senility is particularly distressing 
because in most cases only custodial care 
is possible. This does not prevent deterio- 
ration, and the accompanying idleness 
sometimes even accelerates it. Psychiatrists 
say that old people with mental disorders 
should be kept out of hospitals, especially 
over-crowded public ones. Private mental 
hospitals are usually reluctant to take cases 
which offer small prospect of a cure, and 
costs are from $100 per week up. 

For those with physical or mild mental 
disorders, the best solution—by no means 
ideal—is likely to be a private nursing 
home. Such homes usually charge between 
$40 and $60 per week. Those which offer 
recreation in addition to supervision and 
nursing charge more. Doctors’ services are 
almost always extra. 

Good private nursing homes provide 
pleasant surroundings and social devices to 
combat old age’s greatest malady—bore- 
dom. As our old people increase they will 
need public nursing homes with such facil- 
ities for recreation. 

Even this task of providing recreation 
and social life for the aged has been neg- 
lected. But recently many of our bigger 
cities have tried community clubs and so- 
cial centers with some success. 

An experienced director, a 
pleasant meeting-place and 
varied activities are needed to 
2=#make such enterprises popular. 
Lectures, parties and meetings 
uee,, Can transform monotonous days 
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into exciting ones. Any visitor can see 
that at the Hodson Community Center 
in New York, the Second Mile Club in 
Toronto, the Golden Age Club in Phila- 
delphia, the Bertha Hirsch Club in Chi- 
cago, and others. 

These centers cannot solve all the 
problems of idleness in old age. Some 
old people are happy working at hobbies 
which the centers promote—wood-carving, 
painting, weaving, etc. But many resent be- 
ing made to “keep busy” just as an alterna- 
tive to idleness. It’s hard not to sympathize 
with the robust old man who exclaimed: 
“T don’t want work therapy; I want work.” 

The Old Age Counselling Center in 
San Francisco has tried to meet this difh- 
culty by finding useful work for its elderly 
clients. ‘The Center has had surprising 
success, even profitably running a farm 
worked exclusively by old men, some of 
whom had never been on a farm before. 

Dr. Lillien Martin, the amazing lady who 


founded the San Francisco Center at 78 
and ran it until she died at 92, once trained 
another old lady *to weave baskets and 
made her self-supporting for the first time 
in her life—at gs! 

Good individual plans to help the aged, 
such as Dr. Martin’s, have made hearten- 
ing gains here and there. But they are 
widely separated, rarely related, and almost 
never total programs. Probably only the 
community can plan and coordinate all 
necessary measures. 

Although we have much to do, both as 
a society and as individuals, to improve our 
care of the old, the basic change must be 
in our thinking. The Chinese look for- 
ward with pleasure to old age as a time of 
influence and privilege; we think of it as 
an inevitable calamity. 

It is not necessarily a calamity, as intel- 
ligently planned programs for the aged 
have proved by results. But it is a prob- 
lem, and everybody has to face it. 


Don’t Put the Motor in Back 


Arthur W. Stevens of Boston, president of the Automobile Safety Association, started some- 


thing when he criticized the automobile industry for putting the motor in front. 


In a letter 


in the April issue, he said the motor should be moved to the rear for safety reasons. But 
Lawrence G. Hoover of the Automobile Manufacturers Association has strong reasons to think 


otherwise, as this letter shows. 


Mr. Hoover speaking: 


It may well be that engines will AGAIN be placed in the rear of automobiles, but we eui- 
phasize the word “again.” You see, an error present-day critics of vehicle design make is that 
they forget some of the historical facts about the automobile. Most early automobiles did have 


engines in the rear! 


Engine location has been dictated by fundamental engineering considera- 


tions, not by any reminiscences of “the horse was in front, hence the engine, too.” 


Weight distribution has been a No. 1 factor. 


The first vehicles accommodated only two 





passengers, whose weight plus the weight of the engine was pretty well centered. Then came 
basket-like affairs and bucket seats behind the center of the vehicle for a couple more passengers. 
Not long thereafter the engine was moved to the front, in recognition of weight distribution 
and of the substitution of propeller shaft drive for the direct chain linkage. 

The additional weight of all-steel bodies, larger gasoline tanks, six passengers, and trans- 
mission units grown larger as they became more automatic, have resulted in minor changes in 
engine position until now it is often above the front axle. Weight distribution not only affects 
“ride,” but skidding tendencies and controllability as well, both vital safety considerations. 

The advent of four-wheel brakes called for further thought of weight distribution—to get 
proper braking results. There have also been other important engineering considerations, such as 
motor cooling, which engineers simply don’t like to overlook. 

Engineering developments, which may include lighter but still durable engines might shift 
the engine location to the rear again some day. However, the engineers will have to lick some 
important cooling problems. And they must provide reliable engine control linkages without too 
great expense so that the driver’s manipulation of controls will get quick, sure response. 

As to safety aspects, we feel sure that no one will regard any single factor as solely respon- 
sible for accidents, nor will they want to “buy” any panacea. 


14 KIPLINGER. MAGAZINE 





BOOM IN EMBEZZLEMENT 


neatly $100,000 when _ editors 
caused checks to be drawn to 





MBEZZLEMENT is increasing rap- 

idly. ‘Today it costs business nearly 
a quarter-billion dollars a year. And osten- 
sibly “respectable” people are stealing a 
good part of it. 

The typical embezzler, surety experts 
say, is a married man about 36 who owns 
a car and takes part in social and commu- 
nity activities. He has been with his com- 
pany about five years, long enough to find 
out whether the accounting system is good 
enough to catch him. He is always a 
trusted employe and usually industrious. 

He seldom steals for good, just “bor- 
rows.” Many embezzlers get 
away with stealing but are 
caught putting money back. 
The embezzler is usually 
nailed 14 to 22 months after 
he starts operations. He is 
most often trapped by his 
own carelessness. 


re 


Be 


Ways To Steal 


various authors and the endorse- 
ments forged. 

Even laborers have been getting big 
chunks of loot. A ring of 50 or 60 em- 
ployes of the Shipbuilding Division, Bethle- 
hem Steel Co. of Baltimore, faked time 
sheets for several years and got extra pay. 

Whoever does the embezzling, one of 
the most common excuses is illness in the 
family. A $30-a-week bank teller was re- 
fused a loan for his wife’s operation. He 
“borrowed” the money anyway and man- 
aged to pay back $10 or $15 a week for five 
years before he was caught. 

A feeling of unfair treatment is another 
cause. A $1900-a-year assist- 
ant bank cashier resented his 
low salary and stole another 
$1900 each year. The judge 
let him off. 

Woman trouble, liquor 
and gambling frequently 
cause stealing. So does the 





A bank employe most 
often embezzles by juggling 
dormant accounts. Because 
he must make false entries 
every day to keep the books 
in balance, he is nervous and 
very busy. He does not dare 
to miss a day at work. ‘There 
may be signs that he is living 
beyond his means. ‘Thus 
those who see him every day 
are in the best position to 
notice something wrong. 

Today there is a wave of 
stealing by workers who have 
little contact with actual 
cash. The Mergenthaler 
Linotype Co. lost nearly 
$800,000 when an old em- 
ploye engineered payments 
to phony suppliers. Em- 
ployes of the West Virginia 
Pulp and Paper Co. arranged 
over-payments to suppliers of 
wood. A pulp magazine lost 
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There are 71 different ways 
to steal, according to a surety 
company official. Here are a 
few of the more common: 


Paying bills to non- 
existent companies and cash- 
ing the checks with phony 
signatures. 


Invoicing goods below 
established prices and get- 
ting a cash bribe. 


Raising checks, invoices 
and vouchers after they have 


been OR’d. 


Issuing and _ cashing 
checks for “returned goods” 
not actually returned. 


Pocketing the proceeds 
from cash sales and not 
recording the sales. 


Collecting doubtful bills 
and reporting them uncol- 
lectable. @ 


Padding payrolls, time 
and production records. 


urge to start a small business. 

Much of today’s sharp up- 
swing, which became notice- 
able last October, can be 
traced to special conditions, 
says Ellis P. Schmidt of the 
Fidelity and Deposit Co. of 
Maryland. After a war there 
is always a moral let-down. 
Many white-collar workers 
got war bonuses and couldn’t 
stand the change back to 
flat salaries. ‘These salaries 
seemed smaller as living costs 
increased. 

But Schmidt also calls the 
thefts a “semi-indictment of 
management” — because _ of 
executive sloppiness. Loose 
office administration provides 
too many opportunities for 
peculations. And here lies a 
major corrective: by ordinary 
precautions, eliminate the 
easy ways to steal. 
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THE FISHING LINE: SUMMER °47 


Tackle makers see happy signs of big business on the creeks 





XCITING signs come to the manufac- 
turers of fishing gear from the crecks, 
lakes and sporting stores of 48 states. Fish- 
ing is increasing and that means good busi- 
ness. 

The number of fishing licenses at last 
count was up 2,788,485 for a record total 
of 11,068,717. A manufacturer’s represent- 
ative said: “I’m alreadv catching hell every- 
where I go; they w: * more reels, they 
want bamboo rods. . . .” A top executive 
said: “It was a 15-million-dollar industry 
before the war; it looks like a 50-million- 
dollar business this year.” 

The big problem of the industry is a 
happy one—how to meet the impatient 
demand. 

To the fishermen who in normal times 
take some 280 million pounds of fish for 
fun from fresh and salt water, a responsible 
manufacturer says: 

It may be two years before bamboo rods 
are back in quantity. Very little seasoned 
bamboo is available and there is hardly any- 
one left to handle it. The work is done 
by hand, is difficult, intricate. Steel rods 
are back in large quantity now. The glass- 
fiber rod disappoints some fishermen, but 
others report fine results. Experiments on 
glass roc are being continued. 

Fly reels will be first of all reels to 
catch up with demand. ‘The salt water 
reels will come in strongly next. Bait cast- 
ing reels, biggest seller of them all, will be 
last to appear in volume. The trend is to- 
ward aluminum and stainless steel reels. 
Plastic reels, in colors are a volume product 
now. No one knows for sure whether 
anglers like this innovatior but generally 
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speaking they like almost any reel they can 
get in this tight market. 

The scarcity of linen and silk lines con- 
tinues but nylon lines are plentiful. 
Manufacturers think they are pretty good; 
some fishermen think they aren’t. Any- 
way they're available. 

And the old long bamboo poles that the 
children and older drowsier fishermen 
once stuck in the creek banks have faded 
away like shadows down the river. The 
poles used to cost from ten cents to a 
quarter. ‘To handle them now would be 
at prohibitive price. 

Many manufacturers are allocating their 
goods and concentrating in the medium- 
price range where demand is strongest. 
The big market in reels now is where it al- 
ways largely stood in the $5 to $15 cate- 
gory. And this demand will be satisfied 
before the luxury items such as $450 reels 
are taken up again. 

The anglers have given every evidence 
of what a commercial field they constitute. 
As far back as i939, the value of rods was 
$3,482,224; of reels, $3,599,394; Of hooks, 
$821,020; and of artificial lures, $2,603,804. 
One statistician has estimated that anglers, 
in all activities related to catching fish, 
spend 1 billion, 200 million dollars in a 
normal year and only a small part of this 
enormous sum goes into the purchase of 
gear. 

The army of anglers forming this market 
seems always to grow as a by-product of 
war. It increased 30 percent after the first 
World War and the gain wasn’t dropped. 
The potential market now apparent in the 
increased number of licenses is regarded 
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as an offshoot of World War II. Some 
manufacturers, straining at psychology, at- 
tribute the boom to the release of pent-up 
emotions. They know also that thousands 
of men who served on outpost islands 
learned to fish. Higher income has en- 
abled many to buy commercial tackle and 
travel to fishing places who could never 
do it before. The supply of gear fell al- 
most to zero. Rods, reels, lines owned by 
anglers went into disuse and disrepair. 
The entire situation adds up to a big 
market for fishing goods. 

Sensing the market, numerous new firms 
have sprung up, and some of the old big- 
name producers accuse the newcomers of 
raising prices outrageously. They say that 
their own prices have not risen more than 
25 to 35 percent over pre-war prices. 

With perhaps negligible exception, the 
fishing places closed by wartime restrictions 
will be open this summer to anglers. And 
the stocking of streams, long curtailed by 
war and further handicapped by shortages 
of heart, liver, spleen and other feedstuffs, 
is gaining impetus now under public de- 
mand—within the limits of public funds. 

The Fish and Wildlife Service has re- 
ceived 22,640 requests for stocks, including 
11,917 for the stocking of farm ponds, al- 
together a record. ‘The Service considers 
the stocking of farm ponds an important 
element in angling but says “farm pond” 
may be too narrow a term; it includes lakes 
on great estates. Pond stocking also means 
that people having bass and sunfish on 
their own places won't have to fish in pub- 
lic waters. Congestion is thus reduced and 
the toll on game fish is cut down. 

This program appeals to the fishing gear 
manufacturers. When they speak of fed- 
eral bureaus it is with a hurrah for the Fish 
and Wildlife Service. For it takes fish to 
keep the fisherman market alive. 

Nobody knows how many fishermen 
there are. ‘The number of licenses is the 
precise minimum number of fishermen. 
Uncounted thousands deliberately fish 
fresh waters without license. Other thou- 
sands fish in the tidewaters and the sea 
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where no license is required. 

But year in and out they all comprise a 
fairly predictable market full of utterly un- 
predictable individuals. Some of these, 
able to buy anything in sight at any price, 
will cling to worn-out rods and reels. 
Others, in angler fanaticism, will go hungry 
to buy a $15 line and $100 rod. 

But the fishing tackle industry now 
growing to important size will probably al- 
ways be dependent upon the small buyer 
and the small merchant for its existence. 
The masses rather than the classes com- 
prise the majority of anglers. 

Consequently, the cross-roads _ store- 
keeper carries his stock of lines, plugs, 
hooks and inexpensive rods. ‘Thousands of 
small-town stores cater to the same trade, 
and the fishing-goods counters in metro- 
politan centers reflect strong attention to 
the same class of customers. 

Fancy goods are the exception because 
the number of fishermen able to fish 
streams or salt water where expensive equip- 
ment (and travel) is required is small. 

Where most of the market exists is as- 
certainable on basis of the licenses. Mich- 
igan led with 904,557, costing $948,453; 
California was second with 764,557, cost- 
ing $1,545,026; and Ohio was third with 
718,842, costing $633,035. 

The angler’s market is not one of the 
nation’s largest, but it is one of the world’s 
surest because anglers increase by word and 
example and give up only when they die. 
A manufacturer not long ago poked a fin- 
ger at a news story in a Philadelphia paper 
saying that Penn State 
College was offering a 
course with credits in 
the technique of an- 
gling. ‘The manufac- 
turer smiled content- 
edly. It was an- 
other sign of rich 
business ahead, 
as if there hadn’t 
been enough to 
enliven the in- 48 
dustry already. 
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FOR BUSINESSMEN 





\ 
ANY a businessman is asking himself 
whether it pays to own a plane. The 
answer is yes, provided: 
& He can utilize it a minimum of 600 
hours a year. 
> He buys the type of plane that suits his 
business purposes. 

The second proviso is not so banal as it 
sounds. The chief impediment to obtain- 
ing a suitable aircraft is the aircraft indus- 
try itself. Some of the industry’s trouble 
may be blamed on normal reconversion 
problems. But post-war plane makers have 
left few blunders unturned. Unsatisfactory 
models have saturated the market, new 
models have been delayed, prices have gone 
up instead of down. Now, almost two 
years after V-J Day, it is just becoming pos- 
sible to make a shopper's choice. 

Business planes fall roughly into three 
price-and-purpose groupings. 

Salesman Type: These are two-seaters, 
priced $2000-$3500 with 65-85 horsepower, 
speeds under 100 miles per hour, cruising 
ranges an optimistic 200-400 miles. 

The word here is beware. Don't be 
overly tempted by the low price and the 
fact that you can learn to fly a two-seater 
in the regulation 27-40 hours at any age 
from 17 to senility. ‘These are trainer 
planes; their use in business is limited and 
specialized. If the plane does not fit your 
business purpose you are stuck with a play- 
thing that costs annually 40-60 percent of 
the purchase price in maintenance. 

There are, however, any number of 
short-hop businesses where a two-seater is 
profitable. One salesman who flies an Er- 
coupe for an average 5000 miles a month 
finds it costs him only 3.7 cents a mile for 
all operating expenses including fuel, oil, 
insurance, depreciation, tie-downs and 
hangar rent. Another business traveler in 
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a Cessna 140 does 120 hours a month for 
3.5 cents a mile. (The airline rate is 5 
cents a mile.) A two-seater salesman who 
used to travel by heavy car now cuts a 
seven-day trip to five, an average expense 
account from $200 to $134. 

But failure by the manufacturers to rec- 
ognize the limitations of the two-place air- 
craft caused a major setback in private fly- 
ing. Anxious to take quick profits in the 
GlI-inflated trainer market, all sorts of com- 
panies jumped for the bacon. The Avia- 
tion Directory, Autumn 1946, listed 59 
firms manufacturing aircraft. Quite a few 
went broke, others pulled in their horns. 

In 1946 there were 30,639 two-seaters 
shipped to U. S. non-military customers. 
During the first half of that year, two-seat- 
ers amounted to g5 percent of total non- 
military shipments. But by December they 
were only 54 percent. In January of this 
year they were down to 42 percent. 

In addition to Ercoupe and Cessna, 
Piper, Luscombe and Aeronca are the big 
producers. Be cautious about war surplus 
purchases. ‘They are questionable buys, and 
insurance companies demand huge rates in 
some cases. 

Company Type: These are four-seaters, 
priced $6000-$8000, 150-215 h.p., cruising 
speed 100-175 m.p.h., conservative ranges 
400-500 miles. Most significant sales trend 
today is the demand for this type of ship. 
A CAA survey shows that January backlog 
orders for three- and four-seaters exceeded 
those of two-seaters by 31 percent. Indai- 
vidual piants have orders running up to 
1500, some for planes which the public has 
never seen. 

Industry’s tardiness in recognizing the 
demand for four-seaters has had some bad 
effects. Promised planes have not been 
produced. Advertised prices have been 
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raised two and three times and as much as 
50 percent. Hasty research and faulty per- 
formance have resulted in flops and semi- 
flops which were withdrawn in favor of new 
unfulfilled promises. 

But four or five company-type planes 
actually available represent what most busi- 
nessmen are after. ‘These planes have 
speed, range, looks, deluxe upholstery, eco- 
nomical operation and safety factors such 
as stall and spin resistance. Flying 600- 
plus hours a year with all seats filled they 
can operate at 1.3 cents per passenger mile. 
This is a minimum rate. About 75 per- 
cent of company-owned planes carry a pilot 
who earns up to $550 a month. This 
pushes the rate up to 4 cents. But even 
with two empty seats a company can well 
afford to fly a $100-a-week employe on the 
basis of actual working-time saved by air 
travel. 


N SOME ways, the most persuasive of- 
fering on the company-type market is 
the amphibious Seabee. Its post-war price 
has jumped from $3995 to $4495 to $6000, 
but it still undercuts some rivals. 

Among the brand-new, best selling com- 
pany-type landplanes it is a matter of take 
your pick. The two cheapest are the Stin- 
son Flying Station Wagon at $5949 and 
the Bellanca Cruisair Senior at $5950. The 
Beech Bonanza, recently up from $7345 to 
$7975, and the North American Navion, up 
from $6100 to $7750, are the snappiest 
things on wings today. 

Manufacturers blame strikes and rising 
costs for the climbing prices. Another rea- 
son is that standard equipment now in- 
cludes many items that were once acces- 
sories. But buyers are warned to check on 
the equipment before assuming that they 
have a flyaway plane. Some companies 
have not scrupled to advertise a price ex- 
cluding such safety essentials as landing 
lights, two-way radios and even basic flight 
instruments. One such safety item not 
generally included is a stall-warning device 
costing approximately $35 and worth ex- 
actly the price of your life. 
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Executive Type: These are twin engine 
jobs, costing $30,000 to $70,000, seating 
five to nine persons. They compete with 
airliners in speed, range and power. A full 
load at 600 hours a year will give the owner 
a 4-cent passenger mile rate. ‘This again 
is a minimum figure because the executive- 
type plane can take two pilots—and not 
many vice presidents have much twin-en- 
gine time. Prices are also subject to aston- 
ishing inflation because owners in this field 
can go the limit on equipment. It is no 
trouble at all to run a $65,000 buy up to 
$80,000 by adding navigation and commu- 
nication devices in use by airliners. 

Beechcraft Di8S at $65,550 and the am- 
phibious Grumman Widgeon at $30,600 
are considered the top-sellers in this exclu- 
sive market. Prospective buyers are wait- 
ing to see the $40,000 Douglas Cloudster 
which has been test-flying for four months 
with no production date set. 

How big is business aviation? A reason- 
able estimate, based on CAA figures, is that 
about 12,000 private and/or company- 
owned planes are now serving businessmen. 
This is a multi-million-dollar business in 
which the sky’s literally the limit. 

But business flying is subject to all the 
hazards and delays of aviation. Figures 
are difficult to obtain, but CAA officials 
give an informal opinion that it is approxi- 
mately 14 times as dangerous to travel by 
private plane as by airliner. The Aircraft 
Owners and Pilots Association rejects this 
sort of calculation because private flying 
includes students and buzz-boys. Actually 
only 13 percent of the fatalities and 8 per- 
cent of the accidents in non-carrier flying 
in 1945 can be attributed to business fly- 
ing, according to CAB. Built-in safety de- 
vices will certainly cut down stall-spin acci- 
dents, which account for far more than half 
of all fatal accidents. 

Dealers, salesmen and professional pilots 
habitually refrain from mentioning the doz- 
ens of ways in which flights can be post- 
poned, canceled, diverted. Aircraft are 
fragile and weather is almighty. Business- 
men buyers do well to allow for inevitabil- 
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ities when making schedules and budgets. 
One large company which has been flying 
its men for 15 years makes all out-of-town 
dates on the basis of surface travel. Thus 
time saved by air travel is considered gravy. 
This is very conservative, but a plane may 
be grounded 45-65 days a year. 

Aside from its value as a time-saver, busi- 
ness aviation is now widely recognized as a 
prestige and goodwill booster. Company- 
owners say that the salesman who arrives 
by private plane has won the first set from 
his competitors. A firm renting business 
machines ships them by company plane to 
avoid explaining about freight tie-ups. 


Both goodwill and prestige accrued to the 
Pittsburgh Pirates when the club dis- 
patched the vice president’s plane to bring 
Hank Greenberg to the sign-up conference. 

Business flying is sure to be helped by 
the soo-million-dollar Federal Airport Act 
which will eventually build approximately 
2550 new fields and improve some 1880 
others, by experiments in downtown park- 
ing strips, by aerial noise control, airport 
lighting, and “service stations.” 

Only excessive dimwittedness on the part 
of the industry can delay rapid develop- 
ment. Business flying is not only here to 
stay. It is here to grow. 
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SUPPRESS COMMUNISM—OR NOT? 





| | .S. Communists are active, noisy and 
J troublesome. 

This description, so far as it goes, meets 
with general agreement, but immediately 
there comes a bitter argument over the 
next question: “Then what do we do 
about Communists?” 

Some people say: “Let them alone. Let 
them talk, write, parade or work for any 
supporters they can pick up. Let them 
badger the Democrats and Republicans, 
who need badgering.” 

Some people in this group are afraid of 
Communists but they are fed up with 
hysteria and hullabaloo, and ashamed to 
be identified with smear artists and shrill 
demagogues. 

Then there are others who say: “Be 
realistic. ‘The Russians are out for world 
domination. ‘The war with them has 
started. Communists are Russian agents. 
Outlaw the Communist Party and suppress 
the Communists.” 

This point of view, historically asso- 
ciated with the extreme right, has been 
gaining converts from the political center 
and even the non-Communist left. ‘This 
point of view also has acquired, perhaps for 
the first time, a high-class intellectual basis 
through James Burnham’s recent book, 
The Struggle for the World. 

Burnham, author of The Managerial 
Revolution, is a scholar and has had, up 
to now, a leftist orientation. Hence he is 
fairly well immunized against cat-calls that 
he is another vicious reactionary. 

Which of these attitudes makes the best 
sense? Is it possible, in the midst of the 
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excitement over Communists, to resolve 
some of the worrisome contradictions and 
set up a coherent policy toward Commu- 
nists that should appeal to most reasonable 
people? 

A good place to begin is to look at the 
actual position of the Communists in this 
country. It’s true we do not know exactly 
how many full-time Communist Party 
members there are. ‘There are Party fig- 
ures, which are boasts, and non-Party esti- 
mates, which reflect the bias .of the 
guesser. In addition to self-professed Party 
members, there are undercover members. 
Moreover, there are non-Party sympathiz- 
ers, who contribute to the total strength 
of the Party. 

Many people who behave like Commu- 
nists in many situations are not Party mem- 
bers or sympathizers but temporary bed- 
fellows. 

Henry Wallace is a good example. He 
is opposed to unilateral action by the U. S. 
in the eastern Mediterranean. So are the 
Communists, but for different reasons. 
Wallace’s aims are idealistic and world- 
minded. ‘The Communists don’t want the 
power aims of the U.S.S.R. jeopardized. 

But one thing about the actual position 
of U.S. Communists is certain. The kind 
of revolution the Communists and their 
down-the-line adherents envisage cannot 
succeed here in present circumstances. 
For the success of such a revolution pre- 
supposes a collapse of the existing govern- 
ment. There are no visible signs that the 
existing government is incapable of gov- 
erning or that the people of this country 
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are in a state of mind to withdraw their 
support of it. 

So at this stage the American Commu- 
nists are throwing themselves against a 
stone wall. They are not operating, as they 
would say, in a “revolutionary situation.” 
At present they are best described as an 
excessively active minority protest group. 

The best the Communists can do cur- 
rently is to foray into the existing organiza- 
tions — the we-want-such-and-such-a-policy 
groups, trade unions, and various publica- 
tions. The Communists can use them, 
pervert them to their own ends, and create 
a great leftist din calculated to mislead 
many and embarrass others. 

Communists also may succeed in infil- 
trating places where they can get informa- 
tion otherwise denied them, as in some 
government departments, and can twist 
public policy a bit in their direction. 

It’s obvious that we don’t know just 
what this “direction” actually is, except 
that somewhere off in the future the Com- 
munists do want revolution. But their 
actual power in this country is so limited 
that this objective cannot be achieved 
within the foreseeable future. ‘Thus the 
domestic Communists, as domestic agita- 
tors, are not a menace. 

But, argue the fiercest anti-Communists, 
American Communists are not mere 
domestic agitators. ‘These Communists, 
like those in other countries, are not really 
loyal nationals, but agents of the Soviet 
Union. And they are much more than 
agents interested in establishing every- 
where the same kind of government that 
exists in Russia. ‘They are instruments of 
Soviet foreign policy, supporters of Rus- 
sian national aims as well as of Commu- 
nist social aims. 

This may be easy to believe, but the 
argument may not be so completely irre- 
futable as its supporters would like to 
think. Actually, we have no way of esti- 
mating with any finality the strength of 
association between American Commu- 
nists and the Soviet government. 

In case of war between the U. S. and 
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Russia, most American Communists prob- 
ably would be for Russia. Lots of them, 
however, might undergo a violent intel- 
lectual and emotional transformation. 
Such unpredictable convulsions are typical 
of the movement and of the numerous taut 
neurotics the movement has attracted. 

But it is true that the national allegiance 
of American Communists is questionable. 
Because of this, and because Russian for- 
eign policy is aggressive and expansionist, 
it would seem wise to get Communists out 
of government jobs. ‘This is to be done 
under the ‘Truman “loyalty” order recently 
promulgated. 

The order is sound in intent but imper- 
fect in method. One fault is that it pro- 
vides an attractive avenue for damaging 
the reputations of innocent people who 
happen to have joined, in good faith, or- 
ganizations now designated as Communist 
by the Attorney General. ‘This is a danger- 
ous use of circumstantial evidence. It is 
made tolerable only by the safeguards pro- 
vided elsewhere in the order. 

These safeguards should be strengthened 
administratively to give even more benefit 
of doubt to the defendants. Such addi- 
tional safeguards may permit some Com- 
munists to escape ouster. But that would 
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“If it is true that Communism is a great danger, 
then the correct policy is not to be fascinated by 
it like a rabbit confronted by a snake, but to de- 
vote our energies to repairing, extending, improving 
the strong points of our own culture. . . . We can- 
not afford to leave in power those who . . . bring 
on the calamities which make recruits for Commu- 
nism. Obsessive anti-Communism is, in the long 
run, the most potent Communist agent in the 
United States. . . . An imperial-minded America, 
challenging Russia to fight, supporting reaction 
abroad and attempting to suppress dissent at home, 
would soon lose to the Communists the competition 
for men’s loyalty everywhere.” 


George Soule 
New Republic 
Mar. 24, 1947 
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be preferable to creating a widespread 
sense of fear, and to firing loyal Americans 
whose opinions may be considered unor- 
thodox—or merely unacceptable to a 
supervisor. 

It’s quite likely that even under the best 
administrative practice some of the firing 
may be done by Communists, themselves 
carefully disguised. Nevertheless, a “loy- 
alty” program seems to be necessary—a 
basic policy step for dealing with American 
Communists. 


HOULD we go further and outlaw the 
Party and jail its members? We should 
not. Suppression would play into the hands 
of the Communists. It would make them 
martyrs. It would enlist for them the sym- 
pathy of lots of people who don’t partic- 
uarly like Communists but who like whole- 
sale blackjacking less. Moreover, suppres- 
sion would defeat its own purpose by mak- 
ing Communists even harder to identify. 
They would disperse underground, not 
really cease to exist. 

Unfortunately, much of the agitation for 
banning Communists in the U. S. is based 
on a dislike of Stalin and Molotov, of 
Communists in general, and of the trans- 
parent hypocrisy of Communism as it is 





For Suppressing 


“Communism is not just a loose wave of discon- 
tent. . . . It is deliberately built, by trained and 


disciplined men, by what Lenin calls the profes- 
sional revolutionists of the conscious vanguard. Bad 
social conditions are, it is true, a kind of manure 
which helps the professional Communists to grow 
an easier and larger crop. . . . But the specific prob- 
lem of Communism in our time is independent of 
the more permanent problem of social conditions. 
Communism, as a specific movement, is not like an 
Antaeus, who, crushed to his mother Earth, will rise 
again always stronger than before. Communism can 
be suppressed, to stay suppressed. If democracy is 
to be saved, it will have to be.” 


James Burnham 
The Struggle for the World 
The John Day Company, N. Y. 
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practiced. But to ban Communists on 
grounds of dislike is not the same as to be 
prudent about Communists as potential 
enemy agents. This distinction may be 
fine, but it is real; it is necessary to keep 
making it calmly and quietly. 

To argue that Communism should be 
outlawed because it wants to destroy our 
accepted values is to violate the meaning 
of American civil liberty. For such an 
argument rests on the undemocratic prin- 
ciple of denying civil liberties to those with 
whom you disagree. It is true that Com- 
munists cynically use free institutions for 
the purpose of eventually destroying them. 
But, we must be strong enough to stand 
the agitation, and resist the temptation to 
jail the agitators. Reliance on jails to con- 
fine dissidents is dangerous and can easily 
become a pernicious habit. 

If we were not strong enough to stand 
the agitation, we would be in bad shape, 
indeed. For the political and economic 
system under which we live will survive 
only so long as it competes favorably with 
what the Soviets offer. This means a free 
competition of ideas and methods. The 
struggle can’t be won by locking up the 
opposition. 

Individual citizens have a special respon- 
sibility toward the problems created by 
Communism. 

One phase of this responsibility is to try 
to identify and learn more about the nature 


. of the Communist: what he thinks, the 


poses he assumes, the techniques he uses 
—and uses well—to divide and baffle us. 
Identification will have to be done pn- 
marily by non-Communists in labor unions 
and progressive groups, where Communists 
have penetrated most heavily. 

Another responsibility is to avoid the 
hysteria. , 

Fundamentally, Communism thrives on 
the failures and abuses in our society. 

The final defeat of Communism won’t 
come through suppression. It will come 
only when the “victims of capitalism,” to 
whom Communism appeals, feel that they 
aren’t victims, but beneficiaries. 
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St: You are to be warmly con- 


gratulated on the article “Give 
Us Better Bread” in the May 
issue of your timely and most in- 
formative magazine. Your mes- 
sage to your readers reaffirms the 
conviction that our firm has 
had since 1915 when we became 
established in delivering bread 
direct to the homes of our many 
thousand customers throughout 
the Bay area. So today we are 
doing this very thing—giving 
our customers bread with flavor 
—and we refrain from making 
the so-called type of bread that 
is distinctly commercial. 
Raymond F. Hoopes Sr. 
Peoples Baking Co. 
Sen Francisco 


SA: Mr. Blundell’s request for 


an article on government in the 
life insurance business (May 
issue) leads me to ask, “Why 
~ not one on ‘Over-the-counter 
insurance for everybody’?” Mil- 
lions of Americans know their 
insurance needs and require no 
“selling.” | Nevertheless, too 
large a part of their premiums 
goes to pay agents’ commissions. 
Savings bank life insurance, au- 
thorized by the laws of Massa- 
chusetts and New York, is sold 
to residents of those states with- 
out solicitation at a premium re- 
duction of up to 25 percent. 
This strikes me as an economy 
in distribution worthy of discus- 


sion. 
J. W. Funk 
Salt Lake City 


Soe: A subject which might 


prove interesting to your readers 
is that of farmer and consumer 
cooperatives. Their favorable tax 
position is exciting much com- 
ment and activity, as compared 
with the tax position of business 
capitalized in the usual manner. 
The large slice of business which 
they are taking away from retail- 
ers seems to be a matter of con- 
siderable concern. As with all 
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questions, I believe there are two 
sides to the picture, and would 
like to see an unbiased discussion 
of these cooperatives, their ad- 
vantages, their disadvantages, 
how they affect their members, 
their competitors, the commun- 
ity and the nation. They have 
some pretty good arguments, but 
so do their competitors. 

Carl G. Riggs 
Union City, Pa. 


Sti: We think that an article 


on “Rudeness in Business” might 
be provocative to those of us 
who have acquired careless habits 
during the wartiune sellers’ mar- 
ket. We find, ourselves, that it 
is not easy always to be patient 
and considerate of the com- 
plaints registered by customers, 
some of whom we are too prone 
to consider as “cranks.” When 
competition is rife, probably we 
will break our necks to satisfy 
even the so-called cranks. 

W. B. Dean, Secretary 
Consolidated Laundries Corp. 
New York City 


Sts: I would like to see more 


articles on retailing in small 
towns or large or both. Being a 
shoe retailer in an 18,000 popula- 
tion city that boomed during the 
war and now is slowly » Pr 
back to 1936 you can see why 
we would like to see more on re- 
tailing, or on how to get indus- 
try and consumers to our town, 
or to keep our own in town. 
Prices are up and Mr. and Mrs. 
Consumer are on strike but def- 
nitely. 

E. S. 
Portsmouth, N. H. 


« 
St: We were recently asked 


the question: “Is it wisest to per- 
mit a salesman to grow old in a 
given territory, building up a sub- 
stantial clientele but possibly be- 
coming an ‘order-taker,’ or should 
the salesmen be moved into dif- 
ferent territories from time to 
time, to keep them fresh, alert 
and definitely sales-minded?”’ Our 
response was: “Do not move 
salesmen. In our field (floor 
treatments) you lose profitable 
volume by moving old salesmen 
and replace that volume with 
‘price’ merchandise, because new 


salesmen’s knowledge of floor 
treatments and the maintenance 
problems of institutions is un- 
proven to the buyer.” 

Elliott C. Spratt 
Hillyard Sales Co. 
St. Joseph, Mo. 


St: Had your April article 


“Smart Studebaker’ been called 
“Studebaker Pulls for a Come- 
back”” we would have read it 
and passed on. But “Smart” 
Studebaker—that did it! The 
article stresses the fact that the 
executives are old-timers with 
Studebaker, and this takes us 
back to the time when four- 
wheel brakes were introduced 
and Studebaker spent thousands 
of dollars on page ads in a des- 
perate attempt to convince the 
public that four wheel brakes 
were not only impractical but 
downright dangerous. That was 
in 1921 and now, in 1947, the 
same “smart” boys pull an even 
bigger boner. Your article states, 
“for a time the engineers toyed 
with a rear engine car, but aban- 
doned the idea as impractical.” 
This one is really a honey. The 
only thing missing is they’re not 
running page ads about how im- 
practical and dangerous a rear 
engine car would be. 

Carl Stador 
Teresa Shop 
Chicago 


S: I wonder if you could find 


stories about things a good 
many businessmen are interested 
in. Many like music and col- 
lect records. How about a story 
trying to make some sense out of 
the talk about high-fidelity rec- 
ords? Many businessmen gar- 
den, and might be interested in 
the promotion of new flower and 
rose varieties. A good many 
now own farms, or have a nos- 
talgic interest in farming. May- 
be many businessmen paint. A 
good many are home craftsmen; 
there must be an industry that 
caters to them—I believe there’s 
a famous shop in Chicago. 

. Edward Morrow 
Omcha 


Se: read the article ““Who 


Are the Damned” pertaining to 
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radio broadcasting. Much stress 
is laid upon the great masses 
that listen to radio broadcasts. 
I am wondering if it has oc- 
curred to Vice President Willard 
lof the NAB] that this phase 
can be more thoroughly analyzed 
and publicized in view of the fact 
that William Starr Meyers, pro- 
fessor of economics, Princeton 
University, prepared a_ study 
which revealed that 60 percent 
of the people of our country 
never develop intelligence be- 
yond that of a child of twelve or 
thirteen years. 

What is the advantage of ap- 
pealing to such a low mentality 
group and aggravating a large 
minority? 

The apparent irritation shown 
by the radio broadcasting indus- 
try indicates a steadily growing 
public resentment, which the 
broadcasters are meeting with a 
defensive, instead of a corrective, 
line of action. 

G. C. Breidert 
The G. C. Breidert Co. 
Los Angeles 


Str: Seems to me that your 


comment regarding the meaning- 
less language of the financial 
pages might well be applied to 
“Who Are the Damned” by 
A. D. Willard, in the May issue. 
I am not too bright some days 
and the day I read “Who Are 
the Damned?” must have been 
one of those days for I got ab- 
solutely nothing from it. 
Robert N. Leftwich 


Craftsman Co. 
Laguna Beach, Cal. 


wa 

Se: Your article on the “Amer- 
ican Communists” states that 
the, U. S. Chamber of Com- 
merce showed confusion over the 
essential difference between Com- 
munists and Socialists in its re- 
port, “Communist Infiltration in 
the United States.” 

The writer of the Chamber’s 
report has spent several decades 
studying these issues and if he is 
as confused as your article states, 
he ought to go out of business. 

Emerson P. Schmidt 
Director 
Economic Research Dept. 
Chamber of Commerce of the U.S. 
Washington, D. C. 
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Sve: In the March issue the 


article on Communism _inter- 
ested me very much. I was 
glad to see a reasonable survey 
of the problem appear in a 
responsible organ. 

One thing in your comments 
struck me, however, as of a 
slight but odd nature. You 
have offered page numbers to 
anyone seeking a possible check 
on your documentation. Would 
it have been such a matter to 
have included them at the time 
the article was set up? It would 
almost seem a subtle way of 
discouraging anyone from check- 
ing those sources, by putting the 
small but yet annoying task in 
the way of stopping to write a 
letter for a mere set of page 
numbers. Were I a good Com- 
munist I should surely charge 
you with slanting the news. In 
addition aren’t you an organ of 
capitalism (and imperialism)? 

Dale Merrill, 

Sophomore 
Reed College 
Portland, Ore. 


F 
oe: Your March article on 


housing is well written, but we 
would take issue with your state- 
ment, “pre-fab men cut man- 
hours about 8 percent.”” Reduc- 
tion in man-hours by factory 
methods is considerably more 
than this. An even stronger rea- 
son for increased prefabrication 
is the coming critical shortage 
of building trades mechanics. 

Houses that are industrially 
built, prefabricated, or entirely 
site-built are going to be com- 
petitive and the method that 
produces the most house for the 
least money will have the great- 
est number of followers. 

James L. Pease 

Pease Woodwork Co. 
Cincinnati 


A | 
St: The “Can We Prevent 


Depressions?” pampalet was a 
great gift for your subscribers. 
Neither the government nor the 
Chamber of Commerce lias done 
anything like it. We had a fine 
example here of what can hap- 
pen even today due to faulty dis- 
tribution. After five weeks of 
bad weather, the fishermen 


snatched a lull between storms 
and made a great haul, ten tons 
or more. But they were advised 
by Baltimore and Washington 
agents that the market for perch 
was glutted. They finally got 
1% and 2 cents per pound, 
hardly enough for transportation 
and icing. I'll wager they re- 
tailed for 20 cents or better. 
Pittsburgh or Cincinnati would 
have cleaned them up but the 
fishermen have no organization 
to seek other markets, so tempo- 
rary depression struck about 50 
families. 

Joseph F. Cox 
Nan’s Cove Farm 
Calvert County, Md. 


* 
Str: Your article ‘‘Health 


Means Plans and Dollars” in the 
April issue has caused the boys 
on High Street, including some 
of your old pals, to raise an eye- 
brow. Specifically, they are 
amazed that you, who have ob- 
served the fumbling and jum- 
bling of federal bureaus and bu- 
reaucrats at close range for lo 
these many years, would fall for 
the propaganda of those who 
want to make the medical and 
health services of this country a 
political merry-go-round with re- 
sultant lowering of standards and 
inefciency in administration. 
Charles S. Nelson 

Executive Secretary 
Ohio State Medical Assn. 
Columbus, Ohio 


Sa: I am quite interested in 


your coming subject of “Old 
People” [this article appears on 
page 12 of this issue] as I belong 
to that group but in full posses- 
sion of all my faculties. Why 
not answer a few questions which 
may interest most older people. 

Why don’t our cities make an 
effort to help the older people to 
put in their time usefully in 
hobby centers or debating clubs, 
or straightening out juvenile de- 
linquency and marital cases? 

Why not cooperative farming 
or gardening or factories? 

Why don’t we give older peo- 
ple a chance to help themselves? 

Wm. A. Keller 

New York City 
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School for Job Hunters 


A FREE school for job hunters is operated by Boston employment managers, union 
officials, teachers and the Veterans’ Service Center. Students learn how to approach and talk to prospec- 
tive employers, and study a 40-page manual written by Boston businessmen. Vocational guidance is 
furnished. Finally, students attend a job forum where employers answer questions on jobs in Boston. 

Several thousand veterans and a few former OPA officials have taken the course this year. The U. S. 
Department of Labor considers the Boston plan a model. Write to The Greater Boston Veterans’ 
Service Center, 333 Washington Street, Boston 8, for a free booklet describing the plan. 








A Way To Speed Up Shipping 


N EW ways of shipping goods are speeding up distribution just as assembly lines speed 
up production. Most important is the “unit load.” ‘Take as an example a carton containing 24 cans of 
tomatoes. To make a unit load, the canner stacks 36 cartons on a wooden tray called a pallet, then 
steel-straps or glues them together. A mechanical fork-truck picks up the whole package and sets it in a 
freight car. At the end of the trip the unit is broken apart and the pallet returned to the shipper. 

The unit load saves 75 percent of the cost of handling cartons individually. It reduces breakage 
and pilfering and multiplies the strength of the individual cartons. 

etter ways of unit loading are coming, John D. Sheahan, distribution engineer, told an American 

Management Association conference. Eventually, shippers may eliminate the pallet and substitute a thin 
sheet of fiberboard or even kraft paper. In a few years, Sheahan says, manufacturers will make unit 
loads of bottled goods, soap, cereals, cigarets, small machinery, electric motors, batteries, builders’ hard- 
ware and paper products. Ford is already shipping auto parts in unit loads. 

Individual cartons eventually will cease to exist as a handling unit. 





Selling Aluminum by Bus 


i buses carrying displays of aluminum roofing and siding are on the road for 
Reynolds Metals Company and will soon be seen all over the country. Reynolds is offering its new line 
to established building suppliers to get aluminum on the market with the least resistance from lumber and 
sheet metal. Aluminum clapboard and shingles can be put on FHA-approved homes, but engineers warn 
that aluminum put close to other metals or concrete must have proper protection against electrolysis. 
Reynolds’ traveling showrooms have toured the East and South. Next they'll visit western cities and 


county fairs. 








Future of Retailing 


\ HAT’S the future of retailing? Dr. Vergil D. Reed, former Census Bureau official, 
gave this picture to an American Management Association conference: 

Independent stores will soon exceed pre-war numbers. Chains are opening bigger stores, closing 
smaller ones, and will keep their proportion of retail trade. Department stores will keep about 10 per- 
cent of retail trade. Consumer co-ops and direct-to-consumer selling will not offer much competition. 

Inflation and sales taxes have killed the five-and-ten, mortally wounded the 25-cent trade and dented 
dollar lines. Variety stores now sell goods costing $100. 

There will be more super-markets, both independents and chains. Their proportion of trade will 
grow as people move to the suburbs. Seif-service is increasing. Variety store chains are trying it. Short- 
age of labor has increased vending-machine sales to a half-billion dollars a year. 

Stores are taking on thousands of new items. Over half our grocery stores sell drugs and gadgets. 
Filling stations sell soft drinks and garden tools. The rule is, “If you can find any new product you can 
handle, grab it before a competitor does.” 

The country “general store’’ has moved to the city and put in neon lights. 


26 KIPLINGER MAGAZINE 





STEEL IN THE WEST 


Progress of industry beyond the Rockies 
threatens real competition for the East 





VER since our pioneers crossed to the 
Pacific slopes, industrial leaders have 
debated a hot economic question: Can 
steel be produced in the West in competi- 
tion with the huge mills of the East? Cold 
fact has now answered that question. It is 
being done, although there are some “‘if’s” 
about whether it will continue to be done. 
Blast and open-hearth furnaces at the 
Geneva plant of the United States Steel 
Corp., in Utah, and the Fontana plant of 
Henry J. Kaiser, in Southern California, are 
thus far disproving the doubters. And both 
plants have operated long enough since the 
war, when they were built, to indicate real 
merit in a peacetime economy. 

Industrialization of the West, to the ex- 
tent that it was waiting on steel, is on its 
way. No more is it oddly true that steel 
can be brought through the Panama Canal 
from Sparrows Point, Md., or Birmingham, 
Ala., more cheaply than overland from any 
point west of Chicago. ‘There is now a 
healthy competitive balance for the nation. 

The big question these days is which of 
the two big new plants will get most of the 
business, the great bulk of which lies along 
the Pacific Coast. Kaiser, with his inde- 
pendent western empire and aggressive 
methods, is pitted against the country’s big- 
gest steel operator, a comparative tender- 
foot in the West. 

It’s a battle of titans. ‘The weapons are 
production techniques, ore deposits, freight 
rates, mergers and capital. Other steel 
companies, especially Bethlehem and Colo- 
rado Fuel and Iron, are watching for any 
fumbles. In Washington, the battle in- 


volves the Interstate Commerce Commis- ° 
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sion, Department of Justice and the RFC. 
The blue chips are down. 

But the stakes are not even. Kaiser 
stands a chance of losing his entire plant, 
while the most that could happen to U. S. 
Steel would be the gradual loss of western 
business and the small price it paid for the 
Geneva works. 

The West wants the lower prices that 
competition between the two will presum- 
ably bring, but it is wary of the eastern 
control of the Geneva subsidiary. Only 
the State of Utah does not share this suspi- 
cion. It is an eager booster of the com- 
pany that meets the 5ooo-man payroll at 
Geneva and the mines in Southern Utah. 

Moreover, the Geneva plant has almost 
none of the evils of industrialization. Its 
1500 acres of yards and mills are well 
spaced along the snow-capped Wasatch 
Range, below 12,000-foot Mt. Timpanogos. 
The plant site was named after the scenic 
Swiss city and is not far from where Brig- 
ham Young, 100 years ago, told his follow- 
ers that they had finally found the best 
place to settle. Natural ventilation of the 
Utah Valley carries away the smoke from 
blast and open-hearth furnaces. The plant 
is beautifully integrated and each depart- 
ment was copied from the latest eastern 
model. ‘The company developed a new 
coal mine in Horse Canyon, 130 miles from 
Geneva and now the largest in the state. 
It started a new quarry for limestone and 
dolomite (furnace lining) 30 miles from 
the plant, and expanded ten-fold its ore 
mines 250 miles away. 

An entire community had to be built at 
Dragerton, Utah, for the workers in one of 
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the coal mines. Recently U. S. Steel paid 
the government over 114 million dollars 
for the town. The 605 dwellings in Drag- 
erton will be sold to the 2500 inhabitants 
on easy terms; community buildings will 
be given to the municipal government. 

At the peak of construction at Geneva 
more than 10,000 men were at work, in- 
cluding some Piute Indians who insisted 
on living in tepees rather than in barracks. 
By 1944, when the plant was ready to go, 
about 85 percent of the manpower had 
been recruited from the West, among peo- 
ple who knew nothing about steel-making. 
The company has enthusiastic praise for 
the way these green men immediately up- 
graded themselves. 

Geneva pays whatever wage scale is 
worked out by the United Steel Workers 
(CIO) and other steel producers through 
industry-wide bargaining. ‘This removes 
wages as a source of local friction. The 
location and modernity of the plant have 
removed other potential frictions. Leaders 
of the union pass out nothing but good ad- 
vertising for their employer. One leader 
observes that the medical dispensary and 
quarters for changing clothes are the very 
latest thing. Another asks where else a 
steel worker can have an acre of ground, 
can fish a few miles away and send his kids 
to either of two colleges within 40 miles of 
the plant. 

It is too early to tell how low Geneva’s 
price for steel can go and still include a 
profit, but odds are that the plant will re- 
flect an efficiency of operation when the 
going gets rougher. The catch comes, say 
skeptics, in the fact that when the market 
for steel simmers down to normal the Ge- 
neva subsidiary will be competing with its 
parent corporation. ‘Then we will see, they 
continue, whether the East wants the West 
to produce its own steel. 

Motives aside, both parent and subsid- 
iary are boastful about being able to 
weather economic storms. Benjamin Fair- 
less, president of U. S. Steel, has said from 
the beginning that the Geneva plant is 


sound. The Geneva president, Dr. Walter | 
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Mathesius, who has worked in steel for four 
decades, says that Geneva “can produce at 
costs no higher than those of any plant in 
the country.” 

Mathesius’s job now—to make the plant 
prove itself in peacetime—has been made 
much easier by several deals of the eco- 
nomic cards. In the first place U. S. Steel 
bought the plant and inventories as post- 
war surplus for about 20 cents on the dol- 
lar. The price paid by the winning bidder 
(4714 million dollars) is generally con- 
ceded to have been a fair one. But it 
meant to U. S. Steel a very favorable capi- 
talization. 

A second big break came not long there- 
after when western railroads gave Geneva 
a 30 percent decrease in freight rates on the 
products it ships to the West Coast. The 
new rate made it possible to sell steel plates 
and structural shapes right in Kaiser’s front 
yard, 

The third recent break for Geneva came 
when its brother subsidiary of U. S. Steel, 
the Columbia Steel Co., bought the West’s 
largest fabricating operation, Consolidated 
Steel Corp. This enterprise includes five 
plants in California, as well as one in ‘Texas 
and one in Arizona. 

The assumption that Consolidated 
would henceforth buy its huge tonnage of 
unfinished steel from the U. S. Steel family, 
rather than from competitors like Kaiser, 
led the Department of Justice to hold up 
the deal by court action. 


HE Department argues that acquisi- 
tion of the more than 8-million-dollar 
Consolidated property would create a mo- 
nopoly in violation of the anti-trust law. 
The suit was brought by the same Attorney 
General, Tom Clark, who ruled not long 
before that U. S. Steel could buy Geneva 
without running afoul of the same law. 
To the same extent that Geneva is in a 
good spot in the big poker game, Kaiser is 
in a bad one. It would surprise few to see 
him throw in his cards and leave the steel 
business. ‘The foremost of the fabulous 
Kaiser's several problems is the basic one 
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of capital finance. Both™hag”™” 
and U. S. Steel built they % 
plants during the high 
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days of the war, but U: ol 
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tion. In fact, Kaiser once said, wy 
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to meet the terms would mean taken?” $fo hiss 


out of each ton of steel sold. RFC ex- 
tended the time to 15 years, but even after 
that period Kaiser will owe a final check 
for 40 million doilars. He is not asking a 
reduction of the total debt, even though 
other war-built steel plants have been dis- 
posed of by the government for about one- 
third of their values. The most common 
way Kaiser’s capital burden is characterized 
by those who know is to say that he bit off 
more than he can chew. 

The bite may be indigestible, but it is 
attractive looking. Like Geneva, the Fon- 
tana plant lies along a range of mountains, 
the Sierra Madres, in a beautiful valley, the 
San Bernardino. As at Geneva, much of the 
labor force knew nothing about steel-mak- 
ing but has caught on quickly. And, too, 
Kaiser generally follows the industry wage 
pattern, though he refuses to sit around the 
table with Big Steel. He has a contract 
with the United Steel Workers and has 
suffered no important work stoppage, not 
even when workers struck all eastern plants 
last year. 

Though the scenery and labor relations 
are peaceful, there are several big economic 
thunderheads over Fontana. On top of 
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freight rate reduction from Geneva to the 
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Coast. He jumped into the attack with 
both feet, bringing with him the RFC to 
protect its big mortgage. For the first time 
in his life Kaiser seemed to be opposing 
lower freight rates. Actually, what he 
wanted was an equally low rate on the 
trainloads of raw material he pulls 800 
miles from Utah to California. He ap- 
plied for a cut at the same time that U. S. 
Steel asked for its, but the railroads have 
not acted on his request. 

Kaiser, like U. S. Steel, boasts that he 
can produce steel as efficiently as any plant 
in the country, not considering financing. 
He hopes to save $2 a ton on iron ore a 
couple of years hence by digging into his 
own Eagle Mountain, a gigantic ore de- 
posit 154 miles from Fontana. But he will 
still have to bring coal from Utah, much 
of it from the same area used by Geneva. 

U. S. Steel’s purchase of Consolidated’s 
fabricating system added insult to the 
freight rate injury. It put his biggest com- 
petitor smack in the middle of Kaiser’s 
prime market, Los Angeles, and was bound 
to cut off one of his choice outlets. Kaiser 
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had counted on selling nearly one-third of 
his plates and shapes to Consolidated. The 
squeeze was immediately obvious to Kaiser, 
as it was to the Justice Department. 

It may well be that U. S. Steel maneu- 
vered the freight rates and the merger out 
of legitimate business considerations of its 
own, but if it had deliberately set out to 
put Kaiser completely out of business it 
could hardly have thought of better moves. 

The equal chance on financing for 
Kaiser gets into the realm of politics and 
public relations. If RFC gives him a major 
break, there will be tremendous criticism. 
Kaiser has always played so close with the 
Administration that the RFC leans over 
backward to stick to its hard bargain. How- 
ever, if the agency does not change the 
terms of repayment, it could find itself 
owning the Fontana plant. It could never 
sell the plant for anything near what Kaiser 
owes on it. 

There seems to be enough of a market 
to support both plants. However, mere 
tonnage is not the sole standard for satis- 
fying western demands fox steel. Price is 
crucial too. 


AISER and U. S. Steel now set their 
price schedules on delivery at Fon- 
tana and Geneva, respectively, with no ho- 
cus-pocus about basing points and “phan- 
tom freight” from eastern control points. 
Thus the pricing system which, with 
freight differentials, so long kept the West 
behind times industrially has been dis- 
carded on paper. 

That makes the next question whether 
the two companies will drop their prices 
as fast as costs subside. Kaiser can’t do 
that until he shakes off some debt shackles 








and gets better freight rates. Geneva can 
do it if the parent corporation approves. 
If it doesn’t, the West may have won a 
hollow victory. Westerners are already 
worried about what ultimate decision on 
Geneva prices will be made by the directors 
of U. S. Steel, meeting always in the East 
and under a tradition that steel in the 
West for years has cost $10-$15 a ton more 
than in the East. ‘The westerners can only 
hope that Kaiser’s plant is running at full 
blast when the decision is made. 

If there is to be a completely fruitful 
western victory, decisions also must be 
made in favor of producing steel in a va- 
riety of forms. Several plans now on the 
drawing boards will take care of much of 
this demand. When U.S. Steel bought Ge- 
neva it promised to install equipment for 
an annual production of 386,000 tons of 
hot rolled coils. Inability to get the equip- 
ment has held up this vital change, but 
when the new set-up is clicking, coils will 
be shipped to the U. S. Steel subsidiary at 
Pittsburg, Cal., for reduction into cold 
sheets and tin plate. Another 25 million 
dollars is already being spent at the Pitts- 
burg end of the conversion. 

The resultant tin plate will flow into the 
canning industry, mainly in Central Cali- 
fornia, which now gets its tin plate from 
eastern companies, including U. S. Steel. 
This will take roughly half of Geneva’s 
peacetime production. Most of the other 
half will go to Consolidated for general 
fabrication, unless the courts bar U. S. 
Steel from keeping Consolidated. 

Kaiser is putting in a 20-inch strip mill 
to supply steel for tin plate and many other 
light manufactures, and he plans a mill for 
making pipes from one-half to four-and- 
one-half inches in size. He already makes 
bars for such uses as automobile bumpers. 

The steel ingot has always been the 
barometer of general industrial activity. In 
the West, that barometer reading is already 
favorable. If prices shake down and all 
plans for changing ingots into numerous 
shapes and types are fulfilled it will be 
“ceiling unlimited.” 
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This rich market is different but solid 


TEEN-AGERS AS CUSTOMERS 





2 v, HERE are about 15,500,000 boys and 
A girls between 13 and 19 years old in 
this country. They or their families spend 
billions of dollars a year for their food, 
clothing, amusements, education and other 
needs. ‘T‘hese facts mean that teen-agers 
are potentially a big market. 

But many businessmen are discovering 
for the first time that teen-agers can be cus- 
tomers. Few of these businessmen under- 
stand how to exploit this market, which has 
its own peculiar, and even fantastic, char- 
acteristics. ‘Teen-agers as customers are no 
pushovers. 





Most teen-agers receive at least small al- 


lowances which they spend as THEY like. 
Many earn their own money from chores 
like baby-sitting. ‘They also exert some in- 
fluence on the purchasing of their families. 
If a daughter announces that she considers 
the styling of a certain automobile fright- 
ful, her father may buy another in the in- 
terest of domestic amity. 

Products sold to the teen-age market fall 
into three general classes. First are those 
like soft drinks, phonograph records and 
books that can be sold to the boy and girl 
market simply by setting up proper dis- 
tribution and advertising. Excellent new 
media are now available for such special 
advertising. 

A second group are products that require 
re-packaging or new and special labels to 
give them appeal for teen-agers. Most per- 
fumes, cosmetics and accessories fall into 
this classification. 

Finally, there are articles like underwear 
and dresses that must be varied specially to 
fit the changing figures of adolescent girls. 
It is this part of the field that has had the 
least intelligent cultivation, and in which 
enterprising designers, manufacturers and 
retailers have reaped fortunes recently. 
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Although the mental workings of indi- 
vidual teen-agers often seem _ baffling, 
studies by research organizations have 
brought out certain basic facts about the 
teen market and the teen-age girl, who 
counts more in it than her brother. 

Most important is the fact that teen-agers 
are more serious-minded than is generally 
believed. The group includes some really 
hare-brained jitterbugs, of course, but also 
the art and science scholarship winners and 
the earnest young people who are always 
seen in the public seats at the sessions of 
the United Nations Security Council. 

These boys and girls, so far as one can 
generalize about attitudes, are self-con- 
sciously concerned about themselves and 
their world. They tend to brood about 
their appearance, their complexions, their 
manners, their clothes, what the opposite 
sex thinks of them, whether they will be 
invited to the next party. Many of them 
also are sensitive and idealistic enough to 
worry, more than some of their elders, 
about atomic energy, racial discrimination 
and other great problems. 


OST teen girls become clothes-con- 
scious at an early age but, unlike 
their mothers, want to dress exactly like 


. all their friends. Thus a manufacturer who 


produces one line of dresses that catches on 
is happily situated—if the dress has value 
enough to satisfy the mothers. For even 
though daughter does the choosing, mother 
does most of the paying on the basic ward- 
robe items. Dresses that retail for about 
ten dollars are especially in demand. 
Another characteristic of teen-agers 1s 
their exceptional responsiveness to caf 
cards, billboards, and radio, newspaper and 
magazine advertising, especially when copy 
is prepared with them in mind. A re- 
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cent readership survey of the Minneapolis 
Star Journal showed that teen-agers ac- 
tually preferred reading advertising to 
reading news. 

Because a wide selection of teen dresses 
of good design is still unavailable in many 
communities, department stores have been 
doing sizable mail order businesses from 
advertising in the special magazines for 
teen-agers. The F. & R. Lazarus Co. of 
Columbus, Ohio, from an ad in one publi- 
cation last August received some 13,000 
orders for a $13.99 dress. 

Teen-agers also want the same special 
attention and treatment accorded adults or 
groups of adults. Stores that have special 
departments for teen-age girls attract more 
of them than those that do not. ‘The teen 
department of Neiman-Marcus in Dallas 
did little business as long as it was part of 
a floor with infants’ and children’s wear. 
When it was made a distinct department 
with a special entrance, it immediately 
prospered. Special departments usually 
group in one location clothes, cosmetics 
and accessories for the teen-age customers. 

Many stores have found it 
worthwhile to set up “swoon 
rooms,” “trysting trees,’ and 
similar meeting spots for teens, 
and to employ young women— 
not buyers—to direct teen activi- 
ties. Two Memphis, Tenn., 
stores operate successful sound- 
proof clubrooms for teens. The 
stores supply phonograph rec- 
ords, desks, stationery, maga- 
zines and books. There are soft 
drink bars and pictures of movie 
stars. No parents are allowed. 
There is no selling—but the 
teeners do have to pass tempt- 
ing displays to reach the meeting rooms. 

Most teen-age girls enjoy “belonging” 
and having a say about merchandising. 
These proclivities are being cultivated with 
profit by alert retailers and manufacturers. 
Minx Modes, for example, brings a score 
of girls selected through stores in all parts 
of the country to St. Louis to review its 
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new lines. The company changes or elimi- 
nates styles in accordance with the girls’ 
opinions. Aldens, the Chicago mail order 
house, employs high school girls to model 
for its catalog. 

Other stores organize teen clubs. Among 
those with outstanding programs are Rich’s 
of Atlanta, Gimbels of Philadelphia, The 
Hecht Co. of Washington, Ernst Kern of 
Detroit, Kresge of Newark and The Fair of 
Chicago. Kresge and Fair each boast teen 
clubs with over 8000 members. 

Perhaps the biggest of all teen programs 
is that of Robert Simpson Co. of Canada, 
Ltd. This firm provides dance bands to 
50 teen-age centers with a combined mem- 
bership of 30,000 in the Toronto area. As 
many as 10,000 boys and girls have at- 
tended a single Simpson dance. 

The most spectacular phenomenon as- 
sociated with the teen-age market is the 
welter of new magazines directed to this 
group. Although there always have been 
young people, publishers generally didn’t 
grasp the lucrative implications of this fact 
until the last few years. 

Prior to the war, only Street & 
Smith’s Mademoiselle was con- 
cerned seriously with styles 
for girls, and this magazine 
was slanted almost exclusively 
toward college girls. But in 
1941 Parents’ Magazine started 
Calling All Girls, primarily for 
the 12-16 year-old group. It 
boomed at once, and circulation 
now is almost a million. In 
1944 Seventeen made its debut; 
its circulation has jumped from 
250,000 to more than a million. 

Also in the teen class are Miss 
America, Junior Bazaar, and 
Calling All Boys. American Girl, long-es- 
tablished official magazine of the Girl 
Scouts and Boys’ Life, the comparable 
stand-by for Boy Scouts, continue to flour- 
ish. Some adult magazines like McCall’s, 
Ladies’ Home Journal, Woman’s Home 
Companion and Good Housekeeping have 
established regular teen departments. 


KIPLINGER MAGAZINE 


This trend of growth is reflected also in 
the trade press. Women’s Wear Daily is 
devoting additional space to teens, and a 
new monthly, Girls’ and Teens’ Merchan- 
diser has been started. 

Mary Lewis, formerly of Best & Co., is 
popularly regarded as the originator of spe- 
cial teen-age clothes. But the trend didn’t 
pick up real momentum until just before 
the war. Emily Wilkens, a young advertis- 
ing artist from Hartford, Conn., took a Cal- 
ifornia vacation. At a Hollywood party she 
was introduced by mistake as a fashion de- 
signer and asked by some movie stars to 
design dresses for their children. She did 
and the garments attracted so much atten- 
tion that she abandoned advertising for 
designing. 

Other designers then entered the field, 
but the new industry was barely hitting its 
stride when an OPA price ceiling of $6.75 
on teen-age dresses caused most manufac- 
turers to turn to other products. ‘Teen- 
age gitls adopted the sweater, dungarees 
and bobby sox ensemble during the war, 
in part, at least because there wasn’t much 
else for them to buy. But with the end of 
the war, Ann Fogarty, Helen Barbierie, 


Ellen Hewitt and _ several 
other new designers began 
to give the teen garment 
industry a new push. 

Now the boom is on >. 
again. Its possibilities are 
dramatized by the experi- 
ence to date of Jules Rubinstein, a New 
York manufacturer, who began to advertise 
garments for teens in 1943 under the name 
of Teen-Timers, Inc., and who has since 
sold teen-agers some eight million dollars 
worth of clothes through 98 franchised 
stores. 

This record—and it isn’t the only one— 
perhaps justifies the trite metaphor of a 
teen magazine editor in describing the mar- 
ket potential of her young readers. She 
calls them a gold mine. 

It does take money, care and special tech- 
niques to make profits from this market. 
But the manufacturer who makes good in 
this market today has every chance to keep 
on with the kids, who will replenish the 
market. And the variety retailer or depart- 
ment store manager who attracts and holds 
his young customers today probably will be 
able tomorrow to sell them bridal gowns, 
home furnishings and baby carriages. 





It’s a Good Year for June Graduates 


June graduates who think the world is theirs will be right this year. There will be fewer 
graduates and more opportunities. This year’s college graduates are a couple of years ahead of 
the great lump of post-war college students, who are still freshmen and sophomores. And no pro- 
fession is over-crowded except law. High school graduates will find factory workers averaging $45 
a week with virtually no unemployment. 

A graduate can get a good picture of job opportunities by writing to the U. S. Bureau of 
Labor Statistics, Washington 25, D. C., for the free Occupational Briefs covering fields that 
interest him. Each brief summarizes opportunities and earnings and gives advice on how to get 
started. 

There will be continuing demand for doctors, dentists, nurses, pharmacists, chemists, librar- 
ians and especially teachers, and even better chances for semi-professional workers such as X-ray, 
medical and laboratory technicians. But in a few years there will be a flood of graduate engineers. 
Schools of business administration are full to the doors. There are already too many airplane 
pilots, meteorologists, radio operators and draftsmen. 

High school graduates will be in demand for apprenticeships in skilled trades such as car- 
pentry, bricklaying, printing, electric power line work. There will be few opportunities for air- 
plane mechanics, welders and metal workers generally. 

Today’s student should take all the schooling he can. But seven out of every ten jobs 
require no special training. And the bottom is still where most people start. 
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TOURIST COURTS 


Throngs on the road have made the little cabin a big industry 





HOSE 20,000 tourist courts that orna- 

ment or disfigure American roadsides 
will this year again gross better than soo 
million dollars. The courts have grown 
from a few privy-sized sleeping stalls in the 
1920's to a reckonable industry with good 
reputation, imagination and _ expansive 
financial plans. 

Yet, motor courts are in short supply. 
This becomes more emphasized as Amer- 
ica’s 27 million automobile owners grow 
more vacation-conscious. ‘The motorists, 
furthermore, increasingly demand good 
modern roadside accommodations. ‘To the 
existing 20,000 courts, average 22 units 
each, court owners foresee an additional 
10,000, with a 5o-unit average, in the next 
five years. 

This will bring the total to almost a mil- 
lion units. The industry predicts that the 
new big courts will cost frori $150,000 to 
$250,000 each. Before the war the average 
courter had an investment of $37,000. 

As an off-shoot of the expansion, big 
suppliers like Simmons Co. have created 
special divisions to handle tourist court 
business. Operators in 1940 had about 
100 million dollars worth of furniture and 
fixtures, owned a half-million beds, a quar- 
ter-million stoves, 100,000 fans and 40,000 
air-conditioning units. 

American Automobile Association sur- 
veys show motorists like tourist courts bet- 
ter every year. In 1937, only 12.5 percent 
of AAA’s members preferred courts to 
other accommodations. By 1939 the num- 
ber jumped to 26 percent, and by 1945 to 
38 percent. 

Tourist court owners have the comfort- 
able knowledge that a 
majority of all hotel 
patrons arrive in au- 
tomobiles. ‘They think 
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that as soon as motorists rid themselves of 
early prejudices they will desert the hotels 
for the courts. 

One of these prejudices is that some 
tourist courts are shady resorts or hideouts 
for law breakers. Courters suffer now be- 
cause of those nocturnal sins which FBI 
Chief J. Edgar Hoover brought sharply to 
public notice in a popular article in 1940. 
Some operators still can’t resist renting the 
same room five or six times a night. But 
the “couple business” is generally confined 
to the outskirts of large cities; small towns 
won't tolerate them. And most courters 
scorn this sort of business. Yet the preju- 
dice clings, and it may be a competitive 
advantage to the hotels. 

Some hotel men, watching the motor 
courts grow, have followed the advice: “If 
you can’t lick ’em, jine ’em.” ‘The Hull 
Hotel chain built luxurious El] Rancho 
motor courts with cocktail terraces and 
swimming pools at Fresno, Sacramento and 
Las Vegas. One was sold two years ago for 
$1,250,000—an indication of where tourist 
court values can go. ‘The Hull people filled 
the Sacramento court first and let the over- 
flow into their downtown hotel. 

Both hotel owners and courters have 
been slow starting motel chains; but the 
movement is expected to snowball in the 
next few years, enabling travelers to find 
courts under one management a day’s drive 
apart across the country. 

Naturally, some of the new courters who 
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are expected to invest in the industry in the 
next five years will have difficulty keeping 
heads above water. They will have more 
to worry about than traffic counts and the 
possible abandonment of roads by highway 
departments. 


HERE will be increasing competition 

between the courts. The wartime 100 
percent occupancy rate probably will fade 
into the 70 percent normal. Courters will 
again stay up late trying to rent their cab- 
ins. And not many will continue to take 
in the 37 percent gross profit and the fan- 
tastic 18 percent on investment claimed by 
an industry publication as the 1945 aver- 
age for all motor courts. 

The Commerce Department says a man 
and wife who are willing to work hard can 
start with a minimum of 10 units and care- 
fully expand. No more than 4o percent 
of the capital should be borrowed; $16,000 
in normal times would build and equip the 
10 units. At today’s prices, the cost will 
be nearer $25,000, requiring, by the Depart- 
ment’s standards, an investment of $15,000. 
Commerce experts estimate that at 75 per- 
cent occupancy net profit will be only 
$1021.96 in the first year. 

Most of the big courts will be outside 
the city limits to catch drivers on the new 
high-speed cross-country highways. Some 
courts will provide restaurants. Courters 
don't like the risky restaurant business, but 
the tired driver seldom wants to get back 
in his car to look for food. Also, he ex- 
pects to be offered specialty dishes char- 
acteristic of the region. 

The court-of-the-future will be of mod- 
ern design. This is cheaper than Colonial 
or Spanish, the two next most popular. 
Modern furniture will be used. There will 
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be few of the super-duper ultra-modern 
designs now suggested by the travel maga- 
zines. On the whole, the operators will 
build as cheaply as possible for a life ex- 
pectancy of only 20 years. 

There is some danger that they may over- 
build. But because much of the court 
trade will come from the enlarging number 
of vacationers—and at the hotels’ expense— 
most courters do not share hotel men’s 
fears of a repetition of the 1930’s, when 
both courts and hotels were hard hit. 

The hotel men grew excited over the 
room shortage following World War I and 
hotel building boomed. By 1935, about 
85 percent of the hotels had passed through 
bankruptcy; some, three or four times. In 
1944 and 1945, the best years, hotels 
cleared only 10 percent. ‘Today builders of 
large hotels must invest some $13,000 a 
unit in new construction as against a pre- 
war average of $6000. And the break-even 
point has risen from 65 percent occupancy 
to 82 percent. 

Court operators, with lower labor costs, 
can break even at a little over 50 percent 
occupancy and build new units for $2000 
to $3000 each. 

By industry admission, several thousand 
of the 20,000 courts are substandard. But 
the innerspring mattresses and air-condi- 
tioned comfort of the remainder are an 
enormous improvement over the squalid 
bungalows and shacks of two decades ago. 
Progress has been continuous. 

But progress brings problems, too. A 
good field of enterprise attracts competi- 
tion. The outlook is for ever-better courts; 
it is a trend which naturally will invite only 
those having considerable capital. But 
there are and will be scattered locations 
where someone with but little money to 
invest can get along on a modest scale. The 
work will be hard; it will be necessary to 
strive continually to get crumbs of business 
away from the spectacular layouts. But the 
tourists are there, and 











| the court industry is 
eagerly expanding to 
PY get their business. 
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It’s not like your own First National 
but its potential is vastly important 


[me wORLD 
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HE world’s biggest bank is a new one 
and has just become a going concern. 

It is located in Washington, D. C., in 
an ordinary building well outside the finan- 
cial district and even the sight-seeing belt. 
It doesn’t look very much like the First 
National in anybody’s home town. It has 
no fancy columns, grills, or cages. It 
doesn’t even close at two-thirty. Its exec- 
utives, instead of presiding importantly 
near the front lobby, are tucked upstairs. 

Despite these surface unorthodoxies, the 
World Bank (International Bank for Re- 
construction and Development) may yet 
prove as important to the prosperity of the 
American citizen as his own private bank, 
and more important than most institutions 
born of the war. 

Although the Bank’s first loan was made 
in May to France ($250,000,000 at 414 per- 
cent over 30 years), the Danish applica- 
tion, second on the agenda, is a better 
illustration of why this is so. 

Denmark, the occupied country which 
suffered least from the war, is still able to 
export food to other European countries. 
Buyers in South America want her preci- 
sion instruments, farm machinery, ships, ce- 
ment products, houseware and furnishings. 

The Danes need only enough money to 
buy some machinery, transport 
equipment and raw materials. 

Given these, their chances are 

good to recapture their pre-war / 
trade. In that event, they can be 
expected to repay the loan, and 


BANK 


In Plain Language 


see one. ‘They decided to offer the Danes 
a substantial sum on a long-term basis, for 
specific development projects. 

This loan could not have been floated 
successfully on the private market even 
though Denmark is adjudged a good risk. 
The reason is that U.S. bonds are available 
at around 21% percent, so private investors 
have no incentive to lend to Denmark at 
the same figure. On the other hand, if 
Denmark had to pay unduly high rates of 
interest in the private market as happened 
after the last war, she couldn’t afford the 
loan. The World Bank was designed to 
meet this very problem. 

The Bank is to function as a gigantic in- 
ternational investment fund. As such it is 
prepared to offer its own securities directly 
to private investors, or indirectly through 
private banks and investment houses. It 
can also guarantee and reinsure loans made 
by private capital. 

The World Bank was set up at Savan- 
nah, Georgia, in March 1946, as the result 
of decisions taken during the United Na- 
tions Monetary and Financial Conference 
at Bretton Woods in July 1944. Forty- 
four nations have joined. The U.S.S.R., 
which originally agreed to join, has not. 

A total capital of 10 billion dollars is 
authorized, but so far 
the Bank has called in 
only about 1 billion, 
600 million. Some 
725 million of this 
amount is in U. S. dol- 
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make additional purchases of ma- 
terial and machinery from U. S. 
industry. 

The directors of the World 
Bank know a good risk when they 
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lars. The remainder 
will be raised mainly 
through sale of the 
Bank’s own securities. 

As the major finan- 
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cial power, the United States agreed to 
contribute the largest share of the capital, 
3 billion, 175 million dollars, and conse- 
quently has a controlling decision over 
operations. 

The high hopes with which the Bank 

had been set up began to fade as 1946 
rolled by without the Bank’s hav- 
ing granted a single loan. ‘The 
Bank’s prestige touched zero last 
December when, after only five 
months of a five-year term, Eu- 
gene Meyer resigned as president. 
Meyer quit because, with the ac- 
tual directing power of the Bank 
lodged in 12 executive directors, 
the president was reduced to the 
role of routine administration. 

And there were other basic dif- 
ficulties hampering the Bank’s develop- 
ment—three paradoxes inherent in the 
Bank’s structure and function. ‘These 
paradoxes, which are necessarily continu- 
ing, are: 

Administrative. The potential borrowers 
from the Bank are its actual members. In 
some cases (France, Chile, the Nether- 
lands, Poland) they are represented on the 
board of directors. 

Economic. ‘The Bank’s Charter stipu- 
lates that it invest only in sound risks, for 
which long-term credits are not available 
from other sources. In other words, risks 
which professional investors do not con- 
sider “sound”—or at least not so sound as 
other possible risks. 

Political. The Charter also stipulates 
that political considerations shall not be 
considered in making loans. But an inter- 
national loan is in itself a political act. 

All these paradoxes were at work in the 
case of the loan to France, which was 
granted first partly because the specific 
projects which the French outlined make 
good economic sense—but also because 
the general economic position of France 
has deteriorated since the war ended and 
because it is to the political interest of the 
Bank’s members to buttress France's 
middle-of-the-road government. 


June 1947 


Originally, Wall Street did welcome the 
Bank as a good source of long-term invest- 
ments for much idle capital, particularly 
for funds held by insurance companies 
and banks. But then the financiers began 
to have reservations about fitting the 
Bank’s securities into any traditional pat- 

tern of investment. 
The reason wasn’t 
merely that these secu- 
rities seemed likely to 
compete with U. S. 
N Treasury issues. ‘The 





bankers also remem- 











bered the debacle of 
the 30’s, when many 
foreign nations de- 
faulted on their bond 
issues, and when vari- 
ous states passed laws forbidding insurance 
companies and savings banks to buy other 
than U. S. securities. 

After an embarrassing interval in which 
the $30,000 tax-free president’s job went 
begging, John J. McCloy, former As- 
sistant Secretary of War, was persuaded to 
take over as head of the Bank. He came 
down from Wall Street, on his own care- 
fully stipulated terms, in February. He 
put his own men, all of them with Wall 
Street backgrounds, in certain key spots. 
Through them he has made himself the 
Bank’s effective head. His firm behavior 
has brightened things for the Bank. 

The confidence of potential investors 
seems stronger—a direct result of the Mc- 
Cloy appointment and of a growing reali- 
zation that, after all, the Bank’s securities 
will be supported in large measure by U. S. 
dollars. 

New York, New Jersey, Pennsylvania, 
California and Connecticut, where the 
bulk of investment capital is to be found, 
offer no legislative bar to buying World 
Bank issues. Most other states which have 
large sources of funds are clarifying their 
laws in favor of the Bank. 

McCloy is a cosmopolitan person; as a 
lawyer, government official and banker, he 
has traveled far from his native Philadel- 
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phia. But it’s doubtful that McCloy or 
any other bank president ever worked with 
such a variegated assortment of people 
as those now on his staff in Washington. 

Although Americans predominate in the 
management as well as among the 200-odd 
members of the working staff, the Bank’s 
directory is spattered with exotic names. 
China and the Netherlands in particular 
seem to have had bumper crops of export- 
able financiers. 

Besides Eugene Black, the U. S. direc- 
tor, the executive board includes an En- 
glishman, a Frenchman, a Chinese, an 
Indian, a Greek, a Cuban, a Belgian, a 
Canadian, a Chilean, a Pole and a Dutch- 
man. Most of these men have worked in 
private and government banks as well as in 
their countries’ finance ministries. Some 
are economists, marketing specialists, for- 
eign trade authorities or lawyers, rather 
than financial experts. A few have never 
worked in a bank before. 

McCloy is proceeding on the theory that 
the Bank should first test out the market 
with modest loans like the French and 
Danish ones, and handle bigger projects as 
it develops strength among investors and 
finds its proper place in world finance. 

Eventually it is hoped that war-ravaged 
and undeveloped countries will be brought 
back to economic and political stability and 
will consequently be able to provide 
markets for American surplus production 
in the 50’s. 

This is the key to the Bank’s vital inter- 
est for us. The increase in our productive 
capacity means that when domestic buying 
levels off we will need bigger foreign 
markets than ever in the past. If U. S. 
production and foreign markets can’t be 
geared up together, the outlook is for more 
economic sickness in Europe and Asia and 
a glut of production here. 

The Bank cannot be counted on to ac- 
complish, by itself, the U. S. objective of 
gearing up American production with 
foreign markets. This objective needs the 
efforts of other U.S. agencies, too. To be 
sure that our activity through the Bank is 
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integrated with the work of other govern- 
ment departments and agencies, the U. S. 
director of the Bank reports to a National 
Advisory Council. ‘This Council com- 
prises the Secretaries of State, ‘Treasury 
and Commerce and the Chairmen of the 
Federal Reserve Board and the Export- 
Import Bank. 

The Russians apparently are calculating 
that our operations through the World 
Bank will fail, and that the economic crisis 
will come to pass. That’s one reason why 
they refused to join. A few years from now, 
the Russians hope, their own post-war crisis 
will be over, ours will be beginning, and 
those of the key countries of Europe and 
Asia will be aggravated. At that point, they 
plan to offer their own economic, and 
political, solutions. 


ILL the Bank be able to pump 
enough money into world financial 
arteries to forestall these developments? 

Many observers think now that it was 
a mistake to separate relief (UNRRA), 
currency stabilization (International Mone- 
tary Fund) and economic reconstruction 
(the Bank), into watertight compartments. 
These problems are always jumbled to- 
gether and have to be treated as one. It 
may turn out that only emergency measures 
on a huge scale—a new, peacetime Lend- 
Lease—will do the job. 

Would that be the end of the World 
Bank? Some hasty guessers think it would. 
Others point out that while the Bank’s 
Charter requires it to lend money on 
“specific projects,” this rule is not binding 
under all circumstances. For sufficient 
cause, the Bank has ample latitude to use 
its 10 billion dollars as it sees fit, in the 
interest of member nations. 

Meanwhile, however, McCloy is sticking 
to the first intention for which the Bank 
was set up: pick the best risks among proj- 
ects submitted, lend the needed amount, 
and check up carefully to safeguard the 
investment. ‘The job is an urgent one, 
long deferred. With the tools available, 
the management is trying to get it done. 
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It’s boomtime for management diagnosis— 


but be careful of the prescription you get 


BUSINESS DOCTORS— “2 QUHKP 





ANAGEMENT consultants are en- 
joying their biggest popularity since 
they first began to prescribe treatment for 
company ills some 60 years ago. So heavy 
is the demand for their advice that most of 
the country’s 1500 practicing business doc- 
tors have capacity schedules and some are 
booked solidly into next year. 

For services rendered in 1947 they will 
submit a collective bill to industry of at 
least 75 million dollars. 

In fact, doctoring has become so profit- 
able that since 1938 the ranks of manage- 
ment consultants have doubled. Even so, 
for qualified men there is a great volume of 
business, which apparently springs from a 
growing feeling among businessmen that 
they need the guidance of specialists in a 
changing economy. 

It is this apparent feeling of need that 
enables some phonies and incompetents to 
make hay in a rich mowing—this feeling 
and a curious tendency of some otherwise 
hardheaded businessmen to hire a manage- 
ment consultant without knowing much 
about him. In either case, many a firm, 
and the management engineering business 
itself, has been seriously hurt by “con- 
sultants” who have nothing to offer but 
gall. 

Legitimate management doctors range 
all the way from the free-lancer who does 
a few assignments and makes $10,000 a 
year to the large firm which employs 200 
specialists, handles perhaps 150 big jobs 
and grosses a couple of million dollars. The 
former will be an expert in one or another 
phase of business; the latter—with a staff of 
scientists, psychologists, market analysts 
and labor experts—will lay out detailed pro- 
grams of plant location, production, organi- 
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zation, buying, marketing, transportation, 
costs and industrial relations. 

Thirty of the country’s oldest and best- 
known consulting firms are members of the 
Association of Consulting Management 
Engineers, with headquarters in New York. 

Organized in 1929, ACME requires its 
associate firms to have a record of success- 
ful and reputable operation for at least five 
years. They are pledged to undertake only 
assignments for which they are thoroughly 
qualified and to treat as confidential all 
information regarding a client’s affairs. 

Three ACME firms collaborated to do 
the biggest management advising job on 
record—a two-year (1935-1937), 3-million- 
dollar study for the U. S. Steel Corp. An- 
other associate performed a similar job for 
Montgomery Ward which helped to trans- 
form an annual loss of 81% million dollars 
into a profit of 25 million. Hundreds of 
jobs have been done by ACME members 
for such corporations as DuPont, Sperry, 
Standard Brands, International Harvester, 
Carnegie-Illinois Steel, Continental Can, 
Johns-Manville and the New York Stock 
Exchange. 

Many large U. S. businesses have devel- 
oped the periodic check-up habit as the 
result of the work—and promotion—of 
competent management consultants. So 
prevalent is the theory that companies, like 
people, should see their doctors regularly 
that about 75 percent of the consultants’ 
current business comes from old clients. 

Some management firms have advised 
the same companies On as many as 30 or 
40 different assignments over a period of 
years. Others are on regular retainer with 
a half-dozen large corporations. 

But the ineligibles and out-and-out gyps 
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are also getting fat fees. Among the more 
prominent types are: (1) men with slight 
knowledge of management who are capi- 
talizing on a wide acquaintance among 
business executives; (2) youngsters just out 
of engineering or business school who have 
basic training but no firsthand knowledge 
of business operations; (3) academicians 
with impressive strings of degrees but little 
experience in actual management problems; 
and (4) high-powered promoters who have 
nothing. 

The percentage of undesirables has been 
heavy. Most of them stay around just long 
enough to give the whole profession a quick 
black eye, but too many ring up fat year-in, 
year-out profits. A single New York at- 
torney, for instance, has handled 30 suits 
against one consulting firm with a huge 
annual gross. 

Weeding out the quacks, unethicals and 
incompetents has been difficult, for man- 
agement consultants are bound by no form 
of public control. ‘They are required to 
meet no standards such as those which de- 
mand lawyers to be members of the bar, 
physicians to be medical school graduates, 
and public accountants to be certified. 

The result is that unscrupulous con- 
sultants are able to rook incautious busi- 
nessmen. Hundreds of dissatisfied clients 
take their complaints before courts every 
year. 

Consultants themselves cite one case as 
being a particularly horrible example of 
what can befall an unwary client. He was 
a Brooklyn paint manufacturer desperately 
seeking a way to stop losses that were 
speeding him toward bankruptcy. When 
a management consultant guaranteed to 
turn his loss into a profit, he fell hard. 

First he contracted for a $300 prelim- 
inary survey. After the survey, the con- 
sultant proposed an engineering installa- 
tion which would take 2000 hours at $10 
an hour, the job to result in an actual sav- 
ing of $80,000 and estimated annual profits 
thereafter of 3.6 percent on sales. But 
when the installation was completed, the 
consultant claimed that supervision of its 
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operation for another six months would be 
absolutely necessary. 

Before it was over, the manufacturer had 
paid out $90,000. No savings in his plant 
operation were effected and his company 
lost $82,000 during the first year after the 
consultant’s prolonged visit. He sued the 
consulting firm for misrepresentation and 
recovered $25,000. 

Unethical consulting firms sometimes 
move in on big cities, solicit business 
wholesale, make a quick killing, then pull 
out. A large eastern city was once worked 
in this way by a group of super-salesmen 
from one firm. ‘They set up a temporary 
branch office downtown, and using high- 
pressure methods, quickly won contracts 
with five gullible manufacturing concerns. 

In each case, the consultants recom- 
mended sweeping, impractical changes in 
the client’s operations. They moved from 
one plant to another, spending only an 
hour or two daily at each plant, yet billing 
them all for a full day’s work. In one fac- 
tory their high-handed tactics and unsound 
suggestions caused the workers to strike. 

Not one of the clients was able to make 
use of the consultants’ recommendations, 
for which the group paid a total of $85,000. 
“We got so disgusted,” said an official of 
one of the sucker firms, “we finally had 
to throw them out. We all swore we 
wouldn’t let a consultant get within fifty 
miles of us again.” 


UCH cases are a constant source of 
embarrassment and irritation to rep- 
utable consultants. But so far they have 
made no concerted drive to outlaw the 
phonies and the frauds in the business. 
It is also true that most big consulting 
firms are not geared to serve the small busi- 
nessman. A good consultant’s fee, run- 
ning from $50 to $150 a day and involving 
preliminary surveys which sometimes cost 
as much as $10,000, is too steep for small 
companies. 
Consulting firms have to pay their ex- 
perts top salaries to keep them from being 
hired away by their own clients. Plush 
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offices in high-rental sections of the coun- 
try’s biggest cities also tend to keep over- 
head—and the fees—high. Generally speak- 
ing, the big firm prefers to work with big 
business because the fees are fatter and be- 
cause a complex corporation manufacturing 
many products may require extensive coun- 
seling over a long period of months, or 
even years. 

Some consultants, however, are taking 
on the woes of small companies in hopes 
of pulling them out of the red, helping 
them enlarge and eventually making them 
into big, permanent customers. In some 
instances, companies in poor financial con- 
dition are allowed to defer payments until 
they are back on their feet. Other firms have 
partners specializing in the problems of 
small business who give advisory service two 
or three days a2 month on a per diem basis. 

There is a growing tendency for the one- 
time free-lancing consultant to enter a 
large firm for more security, better money 
and less travel. But small business is still 
served by a large number of qualified men 
who move in and out of the consultant 
ranks between periods of engagement as 
salaried employes or entrepreneurs. Such 
a man often works on monthly retainers 
running from $100 to $250, and the ag- 
gregate of his business may be larger than 
that of the firms he serves. 

Small or large, the businessman who is 
thinking about calling in a management 
consultant, should profit by the experience 
of the Brooklyn paint manufacturer. That 
is, he should make sure BEFORE he calls 
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in a consultant that he is get- 
ting a reputable expert, not a 
promoter. Generally, it is to 
his advantage to: 
® Be suspicious of a con- 
sultant who uses high-pressure 
advertising and sales tactics. 
Most reputable firms shun 
these methods, obtain new 
accounts through the recom- 
mendations of satisfied clients. 
& Beware the consultant who 
offers cut-rate services and 
promises overnight results before he has 
had a chance to survey the business. 
& Get definite information on the con- 
sultant’s background and qualifications. 
Above all, make sure his experience makes 
him capable of doing the particular job 
for which he is being hired. 
® Check the consultant’s standing with 
firms he has already done jobs for. 

Most consultants prefer a loose type of 
contract, which usually defines the exact 
work to be done and authorizes the client 
to call a halt at any time. ‘Thus the con- 
sultant is protected from having the job 
go beyond the limits agreed upon at the 
outset, and the client is provided recourse 
from inefficient service. 

Once the consultant has been hired, the 
operator mustn’t daydream about miracles 
or feel that his worries are behind him. 
Management engineers serve only as advis- 
ers to the boss, not as substitutes for him. 
They supplement management, not sup- 
plant it. 

The factory’s best men should be placed 
at the disposal of the engineer to carry out 
his recommendations. All top assistants 
should keep fully informed on new instal- 
lations and their operation, otherwise the 
company is wasting its money and the con- 
sultant is squandering his time. 

Remember that a good management 
engineer usually can help you far beyond 
the cost of his services; but a bad one, a 
phony, can take you for a long and un- 
pleasant ride. Whether you draw a peach 
or a lemon is largely up to you. 
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BOSS AND WORKER GO TO SCHOOL 





T THE great 67-acre plant of Botany 
Worsted Mills in Passaic, N. J., im- 
portant gains are being made toward a solu- 
tion of the most persistent industrial prob- 
lem of the times: better relations between 
workers and management. ‘The job is be- 
ing done by education in a labor relations 
training school. 

The Botany school oper- 
ates this way: All union 
shop representatives and 
company plant supervisors, 
from bottom to top, are re- 
quired to take 15 company- 
time hours of lectures and 
classwotk. The subjects are (a) common- 
sense psychology; (b) state and federal la- 
bor laws; (c) the contract between Botany 
and the Textile Workers’ Union. 

Lectures are arranged and conducted by 
former Maj. Gen. Irving J. Phillipson, 
Botany’s director of industrial relations, 
and Charles Serraino, ‘TWU regional busi- 
ness manager. Phillipson or an assistant 
holds classes three times a week for all 
three shifts. Serraino or an assistant sits in 
on the classes. 

The school emphasizes not only stand- 
ards of fairness but also the human factors 
in industrial relations. ‘Trainees are indoc- 
trinated in such slogans as “What is nght 
—not who is right.” ‘They learn psychol- 
ogy in simple terms like “There are two 
kinds of grievances—real and imaginary. 
Both are important to the person voicing 
them.” 

All trainees are drilled in the facts con- 
cerning shop discipline, grievance ma- 
chinery, public law enforcement, social se- 
curity, group insurance, unemployment and 
workmen’s compensation. 

Liveliest parts of the course are question- 
and-answer seminars and classroom solu- 
tion of actual disputes between workers 
and bosses. -A basic rule of the union- 
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Botany Worsted Mills 
finds a way to smooth 
relations with Labor. 
Work in classrooms is 
notable for objectivity. 


company arrangement is that all questions 
asked in class must be recorded by a secre- 
tary, answered in writing by collaboration 
of management and labor, published and 
distributed to the trainees. 

Knowledge is nailed down for future 
reference by presenting every graduate with 
a looseleaf notebook con- 
taining a resumé of class 
proceedings. Exarninations 
to date show a group aver- 
age of 82 percent, indicat- 
ing that the instruction has 
not been in vain. Anyone 
who cuts classes or is inat- 
tentive keeps taking the course until he 
satisfies his instructors. 

This is no inconsequential experiment. 
For eight months it has been in successful 
operation in a plant that employs 5600 
workers and whose net profits after taxes 
were $3,802,547.60 for 1946. And it has 
been working under a management that for 
years waged a hard fight against unionism. 

The Paterson-Passaic mill district used 
to be notable for the almost continuous 
violence of its management-labor rela- 
tions. Seasonal markets, style changes, 
tariff ups-and-downs made tough going for 
the owners; workers were in constant fear 
for their jobs. 

Botany workers were unorganized be- 
tween the founding of the mills in 1889 and 
1944, when the Textile Workers’ Union 
won an NLRB election and moved in. Over 
the suspicious opposition of management, 
a union shop was eventually established. 

What happened then is the genesis of 
the present program. 

The CIO victory had an electric ef- 
fect on Charles F. H. Johnson, Botany 
president since 1929 and regarded by the 
workers as an arch-conservative of the Mc- 
Kinley vintage. Johnson surveyed the 
changing scene and then created a new 
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atmosphere. 
STOGETHER  acaa coo 
a ize,” he ob- 
| served, “that 


its own leadership has failed. We should 
now join with the chosen leaders of labor 
to see that a sane plan is worked out.” 

When Johnson hired Phillipson, with 
whom he had served as a colonel in Army 
Emergency Relief work, Phillipson was 
told to draw up a curriculum for a training 
school. Johnson Jr., his father’s vice presi- 
dent and general manager, says that the 
company originally intended to do little 
more than teach its foremen and officials 
how to operate under the union contract. 
But when Phillipson produced a lecture 
series along these lines, the president sur- 
prised everyone by refusing to okay it. He 
apparently had decided in the meantime to 
go much further. 

“We're going to make it a joint opera- 
tion with the CIO,” Johnson said. 

He reached for the telephone and called 
George Baldanzi, executive vice president 
of ‘I'WU, who quickly agreed to assign col- 
laborators for redrafting. The program thus 
formulated was announced at a banquet of 
500 guests in the mills cafeteria last Sep- 
tember 18. 


N THE short period that the program 
has been in effect, Botany’s industrial 
relations have improved materially. Em- 
ployment turnover is approximately 33 per- 
cent below last year’s corresponding period. 
Absenteeism which was 12-14 percent dur- 
ing the war and was as high as 8.5 percent 
in 1946 dropped to 5.4 percent this March. 
Last year’s monthly average of man-hours 
lost was 61,669. The average is now 51,297. 
The new school plan may not deserve credit 
for all this improvement, but there is no 
doubt that the school has contributed. 
Moreover, although the number of dis- 
putes has not noticeably declined, settle- 
ments show a significant new trend. 
Whereas more than half of the arguments 
formerly reached the fourth or fifth step of 
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the grievance procedure, the majority of 
them are now decided in the first step— 
that is, by authority of the company’s sec- 
tion hand and the union’s shop steward. 

This shortcut saves from 13 to 20 days 
of delay per grievance, a great deal of paper 
work and company money, and incalculable 
wear and tear on tempers. It also follows 
sound democratic procedure by concentrat- 
ing authority in the agents of self-govern- 
ment nearest the people concerned. 

Phillipson says that these low level settle- 
ments are the direct result of enlighten- 
ment on the part of section hands and 
shop stewards who previously passed the 
buck for fear of overstepping their author- 
ity. Their assumption of proper responsi- 
bility has earned them more prestige among 
the workers. 

More significant at this stage than sta- 
tistics is the plain fact that the training 
plan is as popular with the trainees as with 
the union and company brass. Far from 
regarding it as a speed-up system or a boy- 
scoutish morale booster, the students find 
the discussions fascinating. Only dissenters 
seem to be the chronic wise guys who hate 
to admit they don’t know it all. 

Other industries have shown less interest 
in the Botany plan than foreigners and pro- 
fessors have. Canada as well as the Argen- 
tine has sent representatives to Passaic to 
study the school. At least four universi- 
ties—Pennsylvania, New York, Michigan, 
Rutgers—have made inquiries about the 
plan for their industrial relations courses. 
Both Phillipson and Serraino have been 
in demand as speakers since the 
school was inaugurated. 

The _ key- 
note of the 
whole _ pro- 
gram has been 
unabashed 
sincerity but 
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the school’s success has been 
based on firmer stuff: hard 
work, intelligent attention to 
detail, and give-and-take between the prin- 
cipals. Specifically, three strong points 
have held the line of concord. 

Sound teaching methods: Classes are 
limited by agreement to 15 trainees with 
no segregation as to color, sex or employ- 
ment status. Overalls and white collars 
are indiscriminately mixed. Visual educa- 
tion aids in charts, cartoons, and moving 
pictures are used with good effect as they 
were in service schools. Lectures are thor- 
oughly revised after each course, updated 
with new laws and court decisions, rewrit- 
ten for clarity, simplicity and student in- 
terest. 

Evidence of a united front: All disagree- 
ments between union and company inter- 
pretations are threshed out backstage. Ser- 
raino acts as official censor when it comes 
to citing personal examples to prove a 
point. He knows where the workers are 
touchy. “You can’t settle one controversy 
by bringing up another one” he says. 
“There must be no area of misunderstand- 
ing where we can disagree.” 

Good faith: Neither side propagandizes. 
Nor does either side understate its position. 
The tone of the school is one of honest 
mutual respect. Workers’ rights under the 
law are clearly set forth. So are those of 
management, frequently with statements of 
policy as: “Any employe against whom a 
garnishee or an attachment of wages is 
placed and who does not promptly arrange 
a settlement thereof will be discharged. 

. Convictions for violation of the law 
are just grounds for discharge. . . . Any 
employe caught stealing will be discharged 
by the company and prosecuted.” 

In addition case histories are cited to 
show (a) that grievances are a constant fac- 
tor in industrial life and are not evidence 
of strained relations; and (b) that griev- 
ance machinery is just and efficient. 

Two cases used in the last course were: 
A worker pulled down a blind which fell 
on his head and broke his glasses. He de- 
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manded $15 for a new pair, said he couldn’t 
work without them. Company refused to 
pay for personal property damage unless 
negligence were proved. Grievance com- 
mittee upheld the company. Another 
worker complained that a run of poor ma- 
terial slowed down his production. He 
demanded an increase in piece-work rate. 
Company admitted poor quality of mate- 
rial but refused to grant any raise based on 
temporary conditions. Grievance commit- 
tee split the difference—ruled that the com- 
pany pay worker a bonus during the period 
in dispute. 


ROPONENTIS of the Botany plan be- 

lieve that it will eventually affect the 
shape of things to come in labor-manage- 
ment affairs. All lecture material is copy- 
righted and will soon be published in book 
form. Botany officials hope the book will 
be widely discussed and adopted as a guide 
by universities. 

But they do not expect the plan to sweep 
the industrial world immediately. Serraino 
says that there are two big “‘if’s’” to be over- 
come. The plan will have extensive effects 
if it reaches the right people—sincere pro- 
moters of national welfare, not sensational 
exploiters—and if managements of big in- 
dustries are willing to accept the unions as 
full collaborators. 

It seems likely, however, that in the 
textile field the Botany example may make 
itself felt very soon. ‘The company re- 
cently announced—in addition to its net 
profits—that it has rid itself of debt by 
making the final $2,382,74°.72 payment on 
an RFC loan not due until 1950. Work- 
ers are now receiving an average wage of 
$1.27 an hour. Johnson says the company 
hopes to establish a guaranteed annual 
wage. 

So Botany is prospering; both company 
and employes are doing well. The atmos- 
phere is good, the future looks promising. 

Nothing succeeds like all-around pros- 
perity. If this prosperity continues, 
Botany and its school for bosses and work- 
ers are due for lots of attention. 
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BOOKSAE 


And Busine 
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MIVEN a choice of pastimes 
( __. us will hang by the callie 

the movies, pack the bleachers, or 
burn up the highways. But the overwhelm- 
ing majority of us simply won’t voluntarily 
curl up with a good book. This sad but 
basic fact of our national life is now being 
re-learned by book publishers the hard way: 
by a 10 to 20 percent drop in retail book 
sales from a record wartime peak. 

Wartime prosperity in the trade had 
raised hopes of a popular change in reading 
habits. Then a triple play of circumstances 
blanked these hopes. 

First the government cut its huge book 
purchases for the armed forces. ‘Then the 
end of gas rationing allowed people to drive 
for pleasure again. ‘Then the return of con- 
sumer goods diverted money formerly spent 
on books for lack of anything else. 

The impact of these three events did not 
fully hit the book trade until late 1946, 
otherwise a bonanza year. Beginning to 
note consumer indifference, and eyeing 
their heavy stocks, book stores began cut- 
ting orders. For the first time in recent 
years unbound volumes began to back up 
in book manufacturers’ warehouses. And 
1947's total book production, it is pre- 
dicted, may be 100 million less than the 
1946 high of 600 million volumes. 

The book trade sees certain bright as- 
pects of this seemingly gloomy picture. For 
one thing, the drop in sales has left pub- 
lishers still way ahead of the pre-war game. 
In 1939 the total volume of book publish- 
ing was around 240 million dollars; in 1945 
about 500 million. The 1947 total will be 
much closer to 1945's than to 1939's. 

Another happy factor is the refusal of cer- 
tain types of books to follow the down 
trend. Among them are subscription books 
(encyclopedias, sets, book-club books, etc.) 
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BOks. Textbooks alone make up 


Bk: 407 sercent of the total book output. Their 


production has been kept humming by the 
demands of education under the GI Bill of 
Rights. 

The main victim of the sales decline has 
been the so-called “trade” book—the fiction 
and non-fiction adult and juvenile books 
sold through retail channels. The trade 
book, glamor girl of book’ publishing, most 
accurately reflects the public’s book-buy- 
ing habits. 

Most book publishers believe that while 
the long-range outlook for book sales is 
good, the immediate prospects are poor; 
that the book trade will get worse before it 
gets better. Even when it gets better, they 
admit, book publishing will still have a 
long way to go before it rises out of the 
financial small-potatoes class. 

Why book publishing after all these years 
should still be small compared to other 
businesses is a subject more for psycho- 
analysis than for economic analysis. ‘The 
trouble seems to be split personality, and 
that goes both for the men who run the 
business and the books they sell. 

A book is no less a commodity than 
razor blades or wallpaper. It entails prob- 
lems of production, packaging and distribu- 
tion. It competes with other items on store 
shelves. But razor blades aren’t expected 
to possess spiritual, intellectual, or even 
entertainment value, and a potential wall- 
paper buyer can’t go to a public institution 
and borrow wallpaper gratis. 

Like his product, the publisher perpetu- 
ally feels this schizophrenic pull-and-tug. 
The U. S. has about 1000 book publishers, 
about 100 of them substantial members of 
the trade-book line. ‘Their output varies 
widely in both quantity and quality. 
But big or small, few book publishers 
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think of themselves solely as businessmen. 

Most are entranced with the “romance” 
and “adventure” of their business. They 
regard themselves as literary missionaries, 
captains of culture. Many will take a 
quixotic flyer in a particular book, know- 
ing it will never make money but believing 
in its intrinsic worth. 

But publishers are also hard-headed 
enough to realize they’d soon be out of 
business if artistic success were everything, 
and money-making remains the main pur- 
suit. A favorite book-trade chuckle con- 
cerns Macmillan, one of the big pub- 
lishing houses. After 
it published the 
immensely lucrative 
Gone with the Wind 
(third biggest _ best 
seller in U. S. history, 
with 3,625,000 copies), 
it kept casting about 
for another jackpot. 
Eight years later in 
1944 its efforts were 
partially rewarded 
with that dubious 
gem of belles lettres, Forever Amber. 

Aside from such money-making dark 
horses, publishing houses derive their 
bread-and-butter from backlogs of stand- 
ard classics and from established authors 
(about 250 for the entire field.) They 
get their cake from a smaller group of 
30 to 40 top names, such as Emest Hem- 
ingway and Sinclair Lewis, whose books 
are practically predestined best sellers. 
The difference between the two author 
groups is a difference between tens of 
thousands and hundreds of thousands of 
copies sold. 

A publisher’s break-even point is now 
estimated at about 5000 copies sold. It 
used to be only 2000. The war made big- 
ger profits possible because of the econ- 
omies it compelled. With an abnormal 
demand for books, the country’s half a 
hundred book manufacturers were able to 
use their plants to full and efficient capac- 
ity. And the government’s restriction of 
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the use of book paper, during 1943-44-45, 
to 75 percent of 1942 consumption forced 
other economies: books were printed on 
cheaper paper, and smaller type and smaller 
margins reduced the amount used. 

Today production costs have shot way 
up. A $2 book cost 25 cents to pro- 
duce in 1939; it costs close to 75 cents to- 
day. Part of that increase has gone into 
higher wages for strongly unionized work- 
ers; part into higher material costs. Book 
paper, relieved of control, has gone from 
7-9 cents per pound to 10-12 cents for firms 
who have contracts with paper mills. Other 
houses have to scram- 
ble for their supply 
from jobbers. Some 
pay 16 to 21 cents a 
pound. 

To cover increased 
costs, publishers have 
raised prices. A mys- 
tery that sold for $2 
is now $2.50; a $2.50 
fiction book, $3; a 
$3.50 non-fiction book, 
$4 and $5. This price 
hike is fairly new—some publishers say too 
new. They're kicking themselves for not 
raising prices earlier, because they now be- 
lieve a second price hike is essential but 
fear bucking a down-trend in all prices. 
They've already noted resistance to the 
book price rises now in effect. 

Aside from fretting about prices and 
costs, publishing houses today have the 
prime post-war problem of selling their 
product on its merits, rather than by de- 
fault of competing products. This means 
greater competition within the book trade. 
It may or may not mean improvement In 
the reading matter between the covers, but 
it will almost certainly mean more colorful 
book jackets and store displays. 

Whether such displays will fetch the 
book-buyers is another matter. For a fact 
about the book trade only slightly less 
startling than the large numbers of people 
who don’t read is the small number of © 
book stores available for people who do. 
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There are about 5000 retail book outlets 
in the U. S. Half of these are reasonably 
well stocked. Only about 500 have really 
full stocks. Many a city with a 25,000 
population has only one book shop, and 
that one is at the mercy of wholesale book 
jobbers. 

This glaringly bad distribution helped 
bring on three major revolutions in the 
book trade: (1) the book club, (2) the 
4g-cents-to-$1.98 reprint, and (3) the 25- 
cent pocket-size reprint. Book-club books 
are mailed direct; reprints find ampler dis- 
tribution through drug stores, newsstands, 
five-and-tens, etc. 


UCH expanded channeling has obvi- 


ously paid off. By pioneering the 
theory that people will buy books regularly 
if the books are brought to their door, the 
Book-of-the-Month Club shot from 4000 
members in 1926 to around a million to- 
day. Some 50 competitors have followed. 
One, the Literary Guild, has topped it by 
200,000 members. 

But the Book-of-the-Month Club’s in- 
fluence remains unchallenged. It is even 
regarded as the biggest single force in the 
book trade because of the huge audience 
regularly reached by its recommendations 
on what to read (aside from the Book-of- 
the-Month). It is so potent, in fact, that 
it has recently stirred up a first-class row 
in the trade by permitting members to 
take their pick of several alternate selec- 
tions to the Club’s No. 1 monthly selection 
and still count that choice toward the free 
book dividend the club distributes. 

This in effect cuts the price of the book 
chosen. Retail book sellers, prevented 
from price cutting by fair-trade laws in 45 
states, accuse the Club of 
unsettling the entire eco- 
nomic structure of the 
trade. 

A different type of po- 
tency has been demon- 
strated by the reprints, par- 
ticularly the 25-cent variety. 


Launched by Pocket Books 
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in 1939, the pocket-size-book idea has been 
nurtured by that firm and six major com- 
petitors and 20-0dd smaller firms into a 
yearly volume of 70 million books. 

Recently, however, the 25-centers have 
had their own troubles. ‘They are dis- 
tributed like magazines, and dealers have 
full return privileges. When paper sup- 
plies loosened up in 1946, distribution 
lines were clogged and returns were un- 
usually heavy. 

Publishers of regularly priced trade books 
hold no brief against either the book clubs 
or the reprint houses, and there’s a good 
reason: In exchange for re-publishing 
rights, they collect royalties on a guaran- 
teed minimum number of books sold. An 
even more practical reason is the vested in- 
terest of many publishing houses in the 
reprint firms. For example, Grosset & Dun- 
lap, one of the three big outfits issuing 49- 
cent-to-$1.98 reprints, is jointly owned by 
Scribner’s, Random House, Little Brown, 
Harper and the Book-of-the-Month Club. 
This same combine owns Bantam Books, 
one of the biggest of the 25-cent houses. 

The book publishers also cite a nobler 
reason for welcoming book clubs and re- 
print firms. They say anything that stimu- 
lates reading benefits all book houses. For 
back of all book-publishing aims is the de- 
sire to graduate out of bush-league busi- 
ness. 

The industry’s efforts to do so will show 
up, in the future, in slicker store displays, 
more attractive packaging of the books 
themselves, and increased attempts to 
persuade builders of pre-fabricated homes 
that built-in book shelves should be made 
part of the standard house equipment. 

For if there is one lesson book publishers 
have learned from the post- 
war drop-off in book sales, 
it is this: the overwhelm- 
ing majority of us_ will 
take to books more readily 
by being “exposed” to them 
than by getting a hundred 
sermons on the mental and 
moral values of reading. 
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HE morning mail, excit- 
ing. Kobak writes. He’s head of Mutual 
Broadcasting. Gives a cool, well-balanced 
retort to our critical article on Radio. 

Someone sends clipping from a liquor 
trade journal called “Spirits,” saying we 
reflected prohibition sentiments by work- 
ing up the article on “Alcoholism: A Prob- 
lem for Bosses.” (No, just a problem for 
bosses. ) 

Handful of letters commenting on our 
article on Health. Some state medical as- 
sociations didn’t like it, but most readers 
did. 

Letters from readers suggesting subjects 
for future articles. Helpful, on the beam. 

Letters asking additional copies of the 
Depression booklet. Yes, we have a few 
left from the second printing. 

Morning staff meeting, loquacious. 
Sometimes brawling, but cool clean brawl- 
ing. Article on prices is turned in, dis- 
>usses where price levels will finally settle 
down, and also when—how long after the 
coming recession. 

Chicago gets a going-over, for an article 
on the new reform mayor, Kennelly. The 
article was suggested by a reader who lives 
in Iowa, but who regards Chicago as his 
business center. He hopes Kennelly will 
clean up Chicago for the benefit of mil- 
lions who do business there. 

Article on private pension plans is 
chewed over, accepted. Another on gaso- 
line from coal, which may revolutionize 
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coal. Another on natural gas. Article on 
expense accounts was turned back for a 
re-do, to show up what revenue agents will 
and won't allow. 

Other articles discussed in the works. 
Vision, better lighting and what to do 
about conserving eyesight. Norris-of-the- 
Southern, railway president who is doing 
much for the South. New super-super 
grocery stores that may make present stores 
old-fashioned. Radar cookstove that will 
set women to buzzing for new kitchens. 
The rag man, now big business, and St. 
Louis, one of the rag centers of the world. 
Market survey polls, how some are good, 
and some are phony. 

Afternoon: Economic Session. Much 
talk about recession. Economic advisers tell 
what they know and see. ‘They say recession 
is just around the corner, a few months off. 
Several articles are outlined to drag the eco- 
nomic guidance down to earth. “If we can 
help our readers to see ahead and not get 
caught, we will earn our salt.” 

So goes a shirt-sleeves day in a magazine 
office. ‘Talking, reporting, writing, rewriting, 
fussing about ideas. Sweating over how to 
“say it plain.” Talking long-distance to 
reporters in the field—in Detroit, Boston, 
Atlanta, Denver, West Coast. Working 
on behalf of readers. Satisfying when well 
done. Never done quite well enough, al- 
ways room for improvement. 

And the best day is the day when lots of 
help comes from readers—suggestions, in- 
formation, even complaints. These help 
editors to steer smack toward the readers. 
Thanks. 
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ANY BUSINESS IS AN ART 


(continued from inside front cover) 


whole, and as for keeping all the parts geared together, it’s an art. 

\ny business is a human operation. ‘The employes are human. The 
customers are human. All the records are the records of human actions 
and human reactions. Even machines are dead and useless without human 
nursing. So the core of business is human—human relations. You can re 
gard this as a science if you wish, but the modern science of human rela 
tions 1s merely a rediscovery of facts which were known and _ practiced 
vears ago by the processes know as feeling, or intuition, or even the art 
of horse sense. 

Look back upon all the business failures vou have known. Note that 
most were due to lack of imagination at the tep. ‘There was absence ol 
the art of getting along with emploves and associates, and with customers. 
f the anticipation of what the customers would want, 


here was lack « 
what they would pay, and the circumstances under which they would buy. 
lhe art was mussing. 

Many businesses are partial failures, even while operating. ‘They are 
not dead, but they are sick. ‘There may be sickness spots within your own 
business It takes eves to see them, nerve to grab the opportunities that 
ire always coming along, perpetual alertness. It means risk—the risk of 
either succeeding or failing 

You can lean upon scientific methods as an aid, but you cannot bring 


together all the forces that make for successful business by merelv scientihe 


operations. Whether or not vou call it art. vou've got to have the art. 


WHAT DO YOU THINK ABOUT PRICES? 


. 
HV ERYONI grees in principle that prices are too high, and that some 
prices are “m too high” than others. ‘The relationships are out of 
kilter. Businessmen know it, for they are buyers as well as sellers. ‘They 
know prices at the incoming door and also the outgoing door. 





Can vou tell us what vou think of prices on the basis of vour own 


bservation and experience? How much too high are prices? To what 


extent are they determined merely by supply and demand? ‘To what ex 
tent are th et or fixed by arbitrary decisions at some poimt along the 
line? Ilow do you determine your prices? How much freedom do you 
have in vour own price policy? 

What do you think about “price leadership” by the big companies? 
Is it good, or is it bad? Or a little of both? low much price competi 
tion would you welcome? Are cut rate cempanies good for business as a 
vhole? What degree of price fluctuation do you regard as desirable? What 
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other remarks would vou lke to make about pn Cs: 


Will vou write us freelv? Will vou let us publish what vou sav? 


If not iv so, and we shall keep your comments confidential. 
Chis can be a business forum on a live subject. You can contribute 
to pr problems a bit of bette understanding 


Write us what vou think 
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